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POPULATION AND UNEMPLOYMENT ! 


THE impression that the civilised world is already threatened 
with over-population is very common to-day. Many, perhaps 
most, educated people are troubled by fear that the limits of 
population, probably in Europe and certainly in this country, 
have been reached, and that a reduction in the rate of increase 
is an urgent necessity. Most, if they were asked to give reasons 
for their fear, would refer to one or both of two reasons: they 
would point to the enormous volume of unemployment in this 
country; they would say that economic science, at least at 
Cambridge, had already pronounced its verdict. I propose to 


begin by raising some doubts as to the validity of each of these 
arguments. 


Unemployment No Proof of Over-Population. 


The volume of unemployment in Britain is undoubtedly 
serious, and almost certainly unparalleled in past history. Those 
who see, as we now do, more than a million wage-earners whom 
our industry for years together is unable to absorb in productive 
employment may be excused if they draw the inference that 
there are too many wage-earners in the country. The inference, 
though natural, is unjustified. Unemployment in Britain can in 
any case prove nothing about the world as a whole. History 
shows that it does not prove over-population even in Britain. 

During the last half of the nineteenth century, the industry 
of the United Kingdom was finding room for a rapidly increasing 
number of wage-earners with an admittedly rising standard of 
production and comfort. Through the whole of that period 
there was unemployment in the country. The percentage of 
trade unionists out of work never fell to zero; in no year since 

1 Presidential Address to Section F of the British Association, Liverpool, 


1923. 
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1874 was it less than two; at more than one crisis it reached a 
height comparable if not equal to that which we have just 
experienced. During 1922 this percentage has averaged fifteen; 
but it averaged over eleven in 1879 and over ten in 1886. These 
figures are net on an identical basis and are therefore not abso- 
lutely comparable. Taken for one year only, they understate the 
relatively greater seriousness of our recent experience, since the 
unemployment percentage was high through a large part of 1921 
as well as in 1922, and still continues high. But the difference 
is one of degree rather than of kind. The peril of inferring over- 
population from unemployment is conclusively shown. 

The experience of 1879 was up to then unparalleled; probably 
it was as much worse than anything previously recorded as the 
experience of 1922 appears worse than that of 1879. The expe- 
rience of 1879, however, the record year of unemployment, 
heralded, not over-population and the downfall of British industry, 
but a period of expansion and prosperity which itself reached, if 
it did not pass, all previous records. “‘ Real wages,” which had 
risen thirty per cent. in the twenty years to 1880, rose even 
more rapidly in the next twenty years to 1900. Anyone who in 
1879, looking at the half or three-quarter million unemployed, 
had argued that the existing population of the United Kingdom 
(then about thirty-four millions) was all that the country could 
support without lowering its standards, would have been lament- 
ably discredited at once. Ten years later he would have found 
a population nearly three millions more, enjoying a real income 
per head that was a fifth greater, with the unemployment per- 
centage reduced to two. Ten years later still the population had 
grown further in size and in prosperity; those trades had grown 
most rapidly in which there had been and continued to be the 
largest percentages of unemployment. 

The problems of unemployment and of over-population are 
distinct ; they are two problems, not one. Severe unemployment 
has occurred in the past without over-population, as a function 
of the organisation and methods of industry, not of its size. On 
the other hand, it is very doubtful if excessive growth of popula- 
tion has ever shown itself or would naturally show itself by 
causing unemployment. A more probable effect would be pressure 
to work more than before in order to obtain the same comforts; 
a fall of real wages per hour, by increase either of working hours 
or of prices. 

The same dependence of unemployment on the organisation 
and methods of industry, rather than on its size, appears if we 
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look, not backwards in time, but round us in space. It has been 
pointed out by Professor Cannan that one of the few groups of 
economists who from our post-war sufferings can at least obtain 
the high intellectual satisfaction of saying ‘‘I told you so,” is 
that which maintains that changes in the purchasing power of 
money are the most potent causes of the fluctuations in prosperity 
known as cycles of trade or booms and depressions. “ In the 
pre-war period booms and depressions swept over the whole 
Western world at once and left their causes obscure. In 1922 
we have been treated to a sharp contrast between two groups 
of countries, one group having boom and full employment, the 
other depression and unemployment, the difference being quite 
clearly due to the first group having continued the process of 
currency inflation, the other group having dropped it.” To 
bring this generalisation down to particular instances, we see in 
(Central Europe a nation which assuredly should be suffering 
from over-population if any nation is; Germany, defeated in 
war, has been compressed within narrower limits, has lost its 
shipping and foreign investments, its outlets for emigration and 
trade, and now by high birth-rates is repairing with exceptional 
speed the human losses of the war. Germany may or may not 
be suffering from over-population. She certainly has not suffered 
from unemployment ;\ till the occupation of the Ruhr, she had a 
boom stimulated by inflation of the currency. We see, on the 
other hand, Britain, victorious in war, with expanded territories 


_ and the world open to her, pursuing a different, no doubt a better, 


currency policy and experiencing unexampled unemployment. 
To argue uncritically from unemployment to over-population is to 
ignore the elements of both problems. 


Europe before the War. 


Let us turn to the second argument, the argument from 
authority and, above all, from the authority of Mr. J. M. Keynes. 
No economic writing in our generation has obtained so wide a 
fame as that of Mr. Keynes on the Economic Consequences of 
Peace. None, on its merits, has deserved more. With its main 
argument neither I nor, I think, posterity will wish to quarrel. 
There are, however, in that book certain phrases about population, 


1 In the United States, which no ono suspects of over-population, “‘ there 
seems good ground for believing that in actual diminution of employment, the 
depression of 1921 was almost twice as acute as that of 1908 ” (Berridge : Cycles 
of Unemployment, p. 52). 1908 was one of the worst depressions hitherto 
experienced in America. 
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Notes to Table I. 


The figures of acreage and corn production at the successive epochs are 
averages for the six years 1878-1883, 1888-1893, 1898-1903, 1908-1913, and for 
the two years 1920-21, or for as many of those years as were available in each 
case. 

The populations are those given in censuses or official estimates relating to 
dates within six months of January 1, 1881, 1891, 1901, 1911 and 1921, or are 
estimated for about those dates (being the centre of the six years taken for 
averaging) where no such census was available. 

The figures for ‘‘ Europe ”’ relate to Austria, Belgium, Bulgaria, Denmark, 
France, Germany, Holland, Hungary, Italy, Roumania, Russia (with Poland), 
Serbia, Spain, Sweden, and the United Kingdom, containing between them 
94 per cent. of the total population of Europe in 1910. Norway, Finland, 
Portugal, Switzerland, Greece, Turkey, Bosnia and Herzegovina and a few minor 
states alone are excluded. The figures for ‘‘ Countries settled from Europe ”’ 
relate to Canada, United States of America, Argentina, Uruguay, Australia, and 
New Zealand. At the epochs 1900 and 1910 actual returns are available for all 
those countries; at the earlier epochs the yields or acreages or both have had to 
be interpolated for a few countries (of which Spain and Roumania are the most 
important). 

The yields, acreages, and populations for 1920-21 are based on the statistics 
given in the Year Book for 1921 of the International Agricultural Institute. 
The yields and acreages for earlier years are based on the statistics in the annual 
Agricultural Returns published by the English Board of Agriculture and Fisheries. 
The populations for these earlier years in Europe are based on the statistics 
compiled by the International Statistical Institute) Etat de la Population, 
published 1916). 

Weights have been converted into quarters on the basis of 480 Ibs. to the 
quarter of wheat, rye, and maize, and 448 lbs. to the quarter of barley. 

The figures for coal, iron ore and steel production are five or three year 
averages centering on the years 1880, 1890, 1900, 1910. For Europe the pro- 
duction is actually that of Austria, Hungary, Belgium, France, Germany, Italy 
(not steel), Russia (not iron ore), Spain (not steel), Sweden, and United Kingdom. 
For European settlements the United States contribute all the steel and all but 
a little of the iron ore; for coal Canada, Australia and New Zealand are included. 
The production “‘ per head ” is based on the same populations as those used for 
agriculture in Europe and its settlements respectively. 

The population figures, and by consequence the yield per head, differ slightly 
from those given in my paper as printed for the British Association. The change 
results from closer investigation of the Russian statistics. As now printed the 
Russian figures both of population and of agricultural production exclude 
Northern Caucasia up to 1901, and include Northern Caucasia from 1902 
onwards; for each year the same area is covered for both purposes. The change 
in the table is so small as to involve not a single alteration in the text of my 
paper commenting on the table. 
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used incidentally, almost casually, which have none of the 
weight of the main argument. To these almost more than to 
anything else is to be attributed the general dread of over- 
population to-day; these call for examination. 

In the second chapter of his book, Mr. Keynes paints a picture 
of Europe as an economic Eldorado, now devastated beyond 
repair by war and the peace, but even before the war threatened 
by internal factors of instability—‘‘ the instability of an excessive 
population dependent for its livelihood on a complicated and 
artificial organisation, the psychological instability of the labour- 
ing and capitalist classes and the instability of Europe’s claim, 
coupled with the completeness of her dependence on the food 
supplies of the New World.” In naming the first of these factors 
of instability Mr. Keynes already passes the judgment that 
Europe’s population was “ excessive.’”’ Elsewhere in the same 
chapter he is more specific : ‘‘ Up to about 1900 a unit of labour 
applied to industry yielded year by year a purchasing power 
over an increasing quantity of food. It is possible that about 
the year 1900 this process began to be reversed, and a diminishing 
yield of Nature to man’s effort was beginning to reassert itself. 
But the tendency of cereals to rise in real cost was balanced by 
other improvements.” A few pages further on he passes from 
possibilities to positive assertion; in the last years before the 
War “‘ the tendency towards stringency was showing itself .. . 
in a steady increase of real cost . .. the law of diminishing 
returns was at last reasserting itself, and was making it necessary 
year by year for Europe to offer a greater quantity of other 
commodities to obtain the same amount of bread.” In the 
seventh chapter is a wider and yet more explicit assertion of 
“* the increase in the real cost of food and the diminishing response 
of Nature to any further increase in the population of the world.” 
And so to Malthus. “ Before the eighteenth century mankind 
entertained no false hopes. To lay the illusions which grew 
popular at that age’s latter end, Malthus disclosed a Devil. For 
half a century all serious economical writings held that Devil in 
clear prospect. For the next half-century he was chained up 
and out of sight. Now perhaps we have loosed him again.” 

These quotations set the problem. The question is not indeed 
whether Malthus’ Devil is loose again. Mr. Keynes has seen to 
that; he stalks at large through our lecture-rooms and magazines 
and debating societies. The question is rather whether Mr. 
Keynes was right to loose this Devil now upon the public. Was 
there in Europe or in the world as a whole before the War clear 
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evidence, first, of “‘a diminishing yield of Nature to man’s 
effort’; and, second, of a “ rising real cost ”’ of corn ? 


The Course of Agricultural Production. 


The answer to the first question is given by the table of 
“ Agricultural and other Production at certain Epochs ”’ which 
is printed above. The first section of this table shows at four 
successive epochs—1880, 1890, 1900, 1910—the total yield and 
acreage of corn and the yield per acre and per head of population 
in Europe as a whole (including Britain), with corresponding 
figures for coal, iron ore, and steel. The second section gives 
corresponding facts for the principal countries settled from 
Europe—Australia, New Zealand, the United States, Canada, 
and parts of South America. The third section covers Europe 
and its settlements together, practically the whole of the “‘ white 
man’s countries.” The figures for each epoch represent an 
average of years, generally six, centering about the end of the 
year named. The records are not absolutely complete; one or 
two small European countries have been left out altogether; 
one or two gaps at the earlier epochs have to be filled by estimate 
or interpolation. The substantial accuracy of the main results is 
beyond question. 

The European section shows at each successive epoch a greatly 
increased population and acreage under corn, and a production 
increasing faster than either, so that yield per head and yield 
per acre alike rise materially and steadily. Nature’s response 
to human effort in agriculture, on each unit of soil and for each 
unit of total population in Europe, has increased, not diminished, 
up to the very eve of the War. Needless to say, this greater 
production of corn has not been due to a shifting of population 
from industry to agriculture, and has not been offset by a decline 
of manufacturing. The general movement of population has 
probably been in the opposite direction, from agriculture to 
industry; the output of coal, iron ore, and steel, the basic 
materials and products of industry, has risen yet more rapidly 
than the output of corn. 

There is no trace of reaction, either in industry or in agricul- 
ture, in the last ten years of the table; nothing to suggest a 
turning-point at 1900. It is true that the rate of increase in the 
yield of corn per head and per acre from 1900 to 1910 is less 
than in the preceding decade, but it is as great as in the decade 
from 1880 to 1890. In any case, a slowing down in the rate of 
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increase proves nothing. Corn is produced only to be consumed, 
and there is a limit to consumption. In the best and most 
progressive of all possible worlds, the consumption, and so the 
production, per head of wheat, rye, barley, and maize could not 
rise endlessly ; when saturation-point had been reached the yield 
per head of these elementary necessaries would cease to rise, and 
the people would use their increasing powers over Nature to win 
luxuries and leisure. Something of this movement is already 
seen in the growth of wheat at the expense of rye between 1900 
and 1910. 

The second section of the table, covering the countries settled 
from Europe, begins only in 1890, but can be continued to 1920. 
It shows a very similar picture, not a markedly better one, in 
agriculture up to the War. From 1890 to 1910 the yield per 
acre of wheat has increased in the settlements a little faster than 
in Europe (15 against 123 per cent.), but that of all crops taken 
together has increased more slowly (4 against 18 per cent.). The 
yield per head has also increased for wheat a little faster in the 
settlements than in Europe (25 against 18 per cent.), and for all 
crops a little more slowly (11 against 12 per cent.). ; The actual 
yield per head is, of course, much higher in the settlements; the 
yield per acre is lower for wheat, though higher for the other 
crops. 

In general, as we find European agriculture more progressive 
than might have been expected, so we find the superiority of the 
new lands in that field less clear. It is in the industrial field, 
with doubled or trebled output of coal, iron ore, and steel per 
head between 1890 and 1910, that the progress of Europe’s 
settlements is most marked. 

In the third section of the table, taking Europe and its settle- 
ments together, we sce progress, both in yield per acre and in 
yield per head of the four crops, more marked from 1900 to 1910 
than from 1890 to 1900, and nothing to suggest a limit to the 
expansion of the white races in the countries which they 
hold. 

The inclusion of Russia in any statistical table induces an 
element of uncertainty; it is difficult to be sure that figures for 
successive years relate to the same area. /As a check upon this a 
second table has been prepared, giving figures for Western and 
Central Europe; that is, Europe without Russia and Poland. 
The broad results of this table from 1880 to 1910 are the same as 
those for Europe as a whole. The yield per acre for each crop 
and for all crops together is at each epoch higher than when 
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Russia is included and has increased more rapidly. The yield of 
all crops per head of population has also increased, though less 
rapidly than for Europe as a whole; this is natural, for the 
exclusion of Russia means the exclusion of a country which has 
suffered least from urbanisation. 

The main interest of the second table lies in the fact that it 
can be continued to a fifth epoch—1920—after the War. It 
shows that at that epoch the total production of wheat in Western 
and Central Europe was back again near the point where it 
stood in 1880; for the four crops together, production was about 
half-way between 1880 and 1890. In acreage under cultivation 
Europe had gone back still further, probably fifty years at least ; 
the yield per acre was at the point where it stood twenty or 
thirty years before. The population of course was much greater. 
Taking the years 1920-1921 together, two and three years after 
the last shot of the Great War had been fired, Western and 
Central Europe in total agricultural production had gone back a 
generation; in production per head of population it had gone 
back fifty years and more. If Russia and Poland could be 
included the comparison would be worse. To point the con- 
trast, we have the figures for Europe’s settlements; from 
1910 to 1920 a further growth of acreage under crops and of 
crops per acre, and a yield per head of population only slightly 
less. 

This result is only incidental to the present inquiry. The 
main object of my calculations has been to test whether the 
facts suggested any diminution of returns to agriculture in Europe 
between 1900 and 1910. Having regard to Mr. Keynes’ words, I 
expected to find in the last years before the war a falling yield in 
Europe, balanced by increased drawing on the virgin lands of 
the new world. Actually we find in Europe, decade by decade 
to the eve of war—population rising, acreage under corn rising, 

1 The maintained increase in the yield per acre and per head of total popula- 
tion in Western and Central Europe is remarkable, in view of the common 
assumption that in “ old countries ”’ the point of maximum return to agriculture 
has long been reached. Unfortunately actual census figures of occupations are 
available only for seven countries (Austria, Belgium, Denmark, France, Hungary, 
Italy, and the United Kingdom), omitting all-important Germany; these show 
for the seven countries a stationary yield of corn per head of the total population 
and a markedly higher yield per head of the agricultural population in 1910 
than in 1900 or 1890. The figures themselves are open to criticism, but it seems 
safe to assume that in Western and Central Europe as a whole, with the great 
industrial states of Germany and Britain, the agriculturists form, from 1880 
onwards, a diminishing proportion oi the total population; per head of those 
actually employed on the land the yield must have risen yet more markedly 
than appears in the tables. 
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TABLE II. 


Agricultural Production in Western and Central Europe. 








Epoch 1880 1890 1900 1910 1920 
Population 225,613 | 242,847 | 264,517 | 289,893 291,713 
(thousands) 





Total Production 
(1000 quarters) 
Wheat x . | 110,796 | 120,311 137,635 | 149,466 112,924 


Rye : r 57,196 62,904 76,146 91,949 55,738 
Barley ; ‘ 53,580 55,575 60,163 63,738 51,602 
Maize 5 : 38,205 45,725 48,516 57,763 61,712 


Four Crops . . | 259,777 | 284,515 | 322,460 | 362,916 271,976 





Area under Crops 
(1000 acres) 
Wheat. é 59,960 61,448 63,287 65,139 57,456 
Rye : : 30,716 31,477 31,128 32,305 23,521 
Barley. : 21,752 21,873 20,740 21,718 20,746 
Maize : : 17,849 20,142 21,455 22,147 22,534 
Four crops . . | 130,277 | 134,940 | 136,610 | 141,309 124,257 





Yield per Acre 




















(bushels) 
Wheat 14°78 15°66 17°40 18:97 15°72 
Rye 14°89 16°00 19°54 22°77 19°40 
Barley 19°71 20°33 23°21 23°48 19-90 
Maize 17°12 18°16 18-09 20°86 18°36 
Four Crops 15°95 16°87 18°88 20°55 17°48 
Yield per head 
(bushels) 
Wheat. ‘ 3°93 3:97 4:16 4:13 3:10 
Rye ; . 2°03 2:07 2°30 2°54 1°53 
Barley ; ‘ 1-90 1°83 1°82 1°76 1‘41 
Maize : é 1°35 1°51 1:47 1:59 1°42 
Four Crops . f 9°21 9°38 9°75 10:02 7°46 








Note to Table II. 


The countries included up to 1910 are those forming “‘ Europe ’’ in Table I, 
with the exception of Russia and Poland. 

For 1920 the area is nearly but not quite the same. The Polish war gains 
from Germany and Austria, being reckoned with Poland in the latter year, are 
excluded. On the other hand, Bosnia, Herzegovina and Montenegro (now part 
of the Serbo-Croat-Slovene state), Bessarabia (gained by Roumania from Russia), 
and the Serbian and Bulgarian gains since 1910 from Turkey are included. So 
far as can be judged, the excluded regions are somewhat less in area (122,000 
square km. against 165,000) and somewhat greater in population (11,000,000 
against 6,000,000 in 1911) than those included; that is to say, the term ‘‘ Western 
and Central Europe ” in my table represents a slightly larger area and a slightly 
smaller population in 1920 than in 1910. The differences, however, are unim- 
portant; substantially the exclusions and inclusions balance one another and 
the total regions remain, comparable. 
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total production rising still more, so that we get a greater yield 
per acre and per head of the total population.? 


The Movement of Corn Prices. 


The answer to our second question, as to the real cost of 
corn, is as certain and hardly less surprising. If before the War 
it was becoming “ necessary year by year for Europe to offer a 
greater quantity of other commodities to obtain the same amount 
of bread,” the money price of corn must have been rising rela- 
tively to the money price of other commodities. There is\no 
trace of such a rise; the movement was in the opposite direction ; 
up to the eve of war the price of corn was falling relatively to 
the price of other commodities. 

Table III shows the movement of wholesale prices from 1871 
to 1913 as recorded in the two best-known British indices : that 
of the Board of Trade and that of Sauerbeck. Both indices 
refer formally to the United Kingdom only, but there can be 
little danger in taking them as an indication of world conditions ; 
United Kingdom prices from 1871 to 1913 must have followed 
world prices in all important movements. 


1 Detailed examination of the figures yields a number of interesting results 
which can only be briefly indicated here : 

(1) The progress shown for all the countries taken together represents a 
general movement in the fifteen countries taken separately. Taking wheat alone, 
from 1880 to 1910 every country for which figures are available shows a large 
increase in the yield per acre, varying from 18 per cent. in France to 68 per 
cent. in Germany, and averaging 43 per cent.; the other countries show large 
increases from 1890 to 1910. Even from 1900 to 1910 of the fifteen countries 
every one but three shows an increased yield per acre; the United Kingdom is 
stationary and France has a trifling decline; the Danish figures are incomplete 
and abnormal. More surprising still, every one but four (Belgium, France, 
Holland and United Kingdom) shows an increase of wheat per head of total 
population in the decade. For crops other than wheat the figures are less 
uniformly progressive; generally between 1900 and 1910 yield per acre increased 
in each country for each crop, except barley (which increased in eight and 
decreased in six countries), but yield per head of total population increased only 
for wheat. This greater progress of wheat is in itself a sign of greater ease rather 
than stringency; it represents a rising, not a falling, standard of life. 

(2) During the thirty years 1880 to 1910 the total acreage under each crop 
and the yield per acre, in Europe as a whole, have both grown. But the rates 
of growth for acreage and for yield per acre vary inversely. The acreage has 
increased most for barley (41 per cent.); next for wheat (38 per cent.); next for 
maize (33 per cent.); and least of all for rye (2 per cent.). The yield per acre 
has risen most for rye (45 per cent.); next for maize (22 per cent.); next for 
wheat (19 per cent.); least for barley (13 per cent.). This is an interesting 
statistical confirmation of expectations based on economic theory. The greater 
total production has been secured in wheat and barley mainly by bringing fresh 
lands under cultivation; in maize and rye, mainly by getting more out of lands 
already cultivated. 











458 THE ECONOMIC JOURNAL [DEC, 


TaBieE III. 
Relative Movements in Wholesale Prices. 
Board of Trade Index. 














As percentages of all 
All Meat & Coal articles (Col. 1) 
Articles | Corn Dairy & 
Products| Metals Corn py Coal & 
Products| Metals 
(1) (2) (3) (4) (5) (6) (7) 
1871-80 138 166 119 81 126 86 59 
1881-90 111 129 108 60 116 97 54 
1891-00 95 108 96 65 113 101 67 
1901-10 101 106 104 for} 106 103 76 
1911-13 114 116 115 S4 102 101 74 


























Sauerbeck Index. 











| As percentages of 
all articles 
All Vegetable | Minerals (Col. 1) 
Articles Food 
7 
. — Minerals 

(1) (2) (3) (4) (5) 
1851-60. c 94 98 99 104 105 
1861-70. . 100 95 90 95 90 
1871-80. : 96 96 98 100 101 
1881-90. P 75 71 73 95 98 
1891-00. : 66 61 73 92 110 
1901-10. ; 73 65 89 89 122 
1911-13. : 83 72 105 87 126 
1919 . ‘i 206 179 220 87 107 
1920 : : 251 227 295 90 117 
1921 ‘ F 155 143 18] 92 117 
1922 ; ‘ 132 108 137 82 104 




















From the early ’seventies prices generally first fell heavily to 
about 1896 and then rose, though not to the height from which 
they had fallen; that is to say, the value of money in relation to 
commodities first rose and then fell. Through this complete 
reversal in the movement of prices generally, the price of corn in 
relation to other articles has moved steadily—and downwards. 
Decade by decade from 1871 and to the last three years before 
the War the price of corn, as recorded by the Board of Trade, 
has fallen relatively to prices as a whole (column 5); with less 
regularity, but even more markedly, the relative price of coal 
and metals has risen (column 7). The result of these two move- 
ments is startling; to get in 1911-13 the same amount of corn 
as in 1871-80 or 1881-90, it would have been necessary to offer, 
not more coal and metals at the later than at the earlier dates, 
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but one-third less. The Sauerbeck index leads to substantially 
the same results; it shows from 1871-80 onwards a steady fall 
in the price of vegetable food and an even greater rise in the 
price of minerals relatively to all articles (columns 4 and 5); the 
cost in terms of minerals of a given quantity of vegetable food 
would have been one quarter to a third less on the eve of the 
War than it had been a generation before. Both indices point 
emphatically to a falling, not a rising, real cost of corn. 

Index-numbers of wholesale prices are open to criticism, in 
this connection as in many others, because they refer mainly 
to raw products and give little or no representation to manufac- 
tured articles. It would be consistent with the figures quoted 
above to argue that though the price of coal and of other minerals 
which are the basis of manufacturing, had risen relatively to 
corn, the price of manufactured articles themselves as a whole 
had fallen relatively to corn. Such a result, paradoxical as it is, 
could occur in two ways: either if increases in manufacturing 
efficiency reduced the cost of manufacture or distribution, or 
if a superfluity of labour fit only for industry, as distinct from 
agriculture, reduced the reward to such labour, by an amount 
sufficient in each case to outweigh the increased cost of coal 
and other minerals. The first is a real possibility; it is just in 
the spheres of manufacturing and distribution that increased 
efficiency most naturally accompanies a growth in population 
and that invention and organisation win their last victories over 
diminishing returns. But a cheapening of manufacture in this 
way involves not a decreasing but an increasing return to each 
unit of labour in industry; it would cause a fall of the real cost 
of corn measured in labour. The second way assumes a fall in 
real wages of industrial workers both absolutely and relatively 
to those of agriculturists such as quite certainly has not taken 
place in Europe. 

In regard to Europe as a whole we find no ground for Mal- 
thusian pessimism, no shadow of over-population before the War. 
Still less do we find them if we widen our view to embrace the 
world of white men. Mr. Keynes’ fears seem not merely unneces- 
sary but baseless; his specific statements are inconsistent with 
facts. Europe on the eve of war was not threatened with a falling 
standard of life because Nature’s response to further increase 
in population was diminishing. It was not diminishing; it 
was increasing. Europe on the eve of war was not threatened 
with hunger by a rising real cost of corn; the real cost of corn 
was not rising; it was falling. 
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Room for Expansion. 


I have dealt at some length with Europe before the War 
because that is Mr. Keynes’ theme; in his view, the society that 
seems bent on self-destruction by the Carthaginian peace that 
crownéd the War was already in deadly peril from Nature. If 
now, with better assurance as to the past, we look for a moment 
at the distant future of the European races, the first, though not 
the only, point for consideration is the extent of the world’s 
untouched or half-used resources in land and minerals. On this 
point, unfortunately, the existing information goes only part of 
the way. It is certain that enormous areas of the earth which 
are fit for cultivation are not yet cultivated at all, and that of 
other areas only the surface has been scratched; but it is not 
certain how great the areas that could be cultivated are ; how much 
of the land that is now unproductive of anything must for ever 
remain so. 

In most European countries from 70 to 95 per cent. or more 
of the total area is now classed as “‘ productive’; it is being 
turned to some use—as arable, pasture, forest, and the like. In 
nine provinces of Canada (excluding the desolate Yukon and North- 
West Territories) the percentage of all the land that now pro- 
duces anything is 8, in Siberia 18, in Australia 6, in South Africa 3. 
Even for the United States it is only 46, and for European Russia 
55.1 Part, no doubt, of the ‘‘ unproductive area ”’ in all those 
countries is beyond possibility of cultivation; it is impossible 
on the present information to say how large a part. But the 
figures as they stand are eloquent of how little the European 
races have yet done to fill the lands that they hold; how ample 
the room for their expansion. Any suggestion that these races 
have reached or are within sight of territorial limits to their growth 
hardly deserves serious consideration. 


Material Progress in Britain. 

It is reasonable to suppose, however, that Mr. Keynes, though 
he speaks throughout of Europe, though he emphasises his 
European standpoint, was at heart concerned mainly for his own 
country, and may thus have generalised impressions derived 
from Britain. For us at least the position in these islands, 
rather than that in Europe or in the world as a whole is of prime 
importance. Ii we look at Britain in the last years before the 
War and ask if all was then well and the prospect cheerful, we 


1 International Yearbook of Agricultural Statistics, 1921, pp. 20-21. 
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get no clear answer to our question. The picture that our 
economic records paint is half in shadows; to many the shadows 
will seem ominous of ill. 

Unfortunately on this issue, so vital to our interests, the use of 
statistical tests is peculiarly difficult. The yield of our soil in 
agriculture is clearly irrelevant; only less so is the yield in such 
elementary industries as coal or iron mining or pig-iron production. 
Britain is essentially a manufacturing, commercial, and financial 
country; the return to its labour is measured by its output or 
gain from finished articles and services which themselves, by 
their infinite variety, escape all measurement. Current statistics 
both of production and of prices refer mainly to raw materials 
or food; they miss the main features of British economic life 
and service. 

With this warning I invite consideration of the accompanying 
table of ‘‘ Material Progress in the United Kingdom relative to 
Population.” The table shows at six successive epochs, beginning 
with 1860 and ending with 1910, the course of some of the most 
important indices of economic conditions. The figure for each 
epoch is an average for ten years in which the epoch is central ; 
thus for ‘‘ 1860” the average of 1855-64 is taken, for ‘“‘ 1870” 
the average of 1865-74, and so on; for the last epech, “ 1910,” 
the average is for the nine years 1905-13 alone; all War years 
are omitted. The various indices cover the activity of five 
important industries (coal, pig-iron, shipbuilding, cotton, wool), 
measured either by production or by consumption of raw material, 
and of our export trade as a whole; the course of “‘ real wages ” 
and of “ real income,”’ 7. e. of money rates of wages and of money 
income per head, corrected to allow for changes in the purchasing 
power of money; the consumption of certain articles of food and 
drink; and housing. The influence of the growth of the popu- 
lation and the influence of fluctuations in prices have both been 
eliminated. The figures are presented in two ways; the upper 
half of the table gives actual figures of production, consumption 
or ‘‘ real income ” per head; the lower half gives the same figures 
as index-numbers in which the figure for 1900 is taken = 100 
and forms the basis. Comparisons with this critical epoch are 
thus made easy. What does the table show ? 

It shows, first, for every separate index a marked and almost 
unbroken rise, epoch by epoch, to the last but one in 1900. There 
are occasional reactions (as with pig-iron from 1880 to 1890 or 
cotton in the following decade), but these are only ripples on a 
powerful and rapid stream. From starting-points of about 50 
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or 60 the various indices moved in fifty years to 100; the general 
progress from 1890 to 1900 was not less than in previous decades. 
Unquestionably up to 1900 the average productivity and pros- 
perity of each unit of the population rose as the number of units 
rose; there was a rapidly increasing return to labour as a whole. 
This was the complacent Victorian Age which led the world in 
material progress and piled up savings without effort. 

The table shows, next, from 1900 to 1910 a more interesting 
but more dubious picture. With one exception—real wages— 
every index has risen, but with two exceptions—coal production 
and exports—the rise is slower than in previous decades, and in 
more than one case is barely perceptible. Running our eyes 
along the last three lines of the table, we see pig-iron going from 
93 in 1890 to 100 in 1900 and only 101 in 1910; shipbuilding goes 
82, 100, 105; wool 96, 100, 102; real wages 91, 100, 100; real 
income 87, 100, 102; consumption of food and drink 91, 100, 102; 
housing 95, 100, 104. In index after index a rapid rise to 1900 
is followed by a smaller rise, or by no rise at all, to 1910. In 
cotton there had been reaction from 1890 to 1900; the resumed 
progress to 1910 was at much below the former average rate. 
Only in coal production and exports is the rapid progress of Vic- 
torian days maintained or accelerated; those two indices repre- 
sent largely one factor, not two, for coal more than anything 
else swelled our recent exports.1 In every other case, rapid 
certain growth to 1900 gives place to small and dubious improve- 
ment in the next ten years. This is the cramped, uneasy, envious, 
but not impoverished age of Edward. 

None of the indices, indeed, records an actual decline; all 
still show progress however small. Even if the index of “ real 
wages ’’—stationary from 1900 to 1910—be accepted without 
question, the workman was slightly better off at the later epoch, 
since hours of work were less; he was getting the same wages 
for a shorter week. We cannot speak of a falling return to labour ; 


1 Curiously enough ccal is the product for which a diminishing return to 
labour in this country, not since 1900 merely but long before, seems to be most 
definitely established. In relation to the number of persons actually employed 
in mining the output has fallen rapidly, from 324 tons per head per annum 
in 1881-85, to 288 tons in 1895-99 and 254 tons in 1909-i3. If we combine these 
figures with those showing the relative movement in the wholesale prices of 
coal and of corn, we find that the amount of corn that could be bought by one 
person’s output of coal in a year rose 30 per cent. from 1881-85 to 1895-99, 
and was stationary from then to 1909-13; as the hours of work had been reduced 
between the two latter epochs, the real cost in mining labour of a given quantity 
of corn had continued to fall slightly even in Britain. The increasing response 
of Nature to agricultural effort was just more than sufficient to outweigh the 
effects of her diminishing response to the British miner. 
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at most we see a lower rate of increase, such as might, or might 
not, precede an actual fall. The contrast, however, between 
the Victorian and the Edwardian ages is unquestionably disturb- 
ing. In Britain, if not in Europe as a whole, the turn of the cen- 
tury seems to bring a turn of fortune. What conclusions are 
we to draw? What remedies, if any, can we apply? We shall 
find reasons for not being too ready to despair of the common- 
wealth. 
The Edwardian Age and its Meaning. 


In the first place, there is ground for optimistic doubts as 
to the figures themselves. Several of them, particularly the 
indices of real income, real wages and consumption, are elaborate 
structures based largely on estimates; others are suspect for 
various reasons; none need be believed to the death.1 And even 
if the structure be sound, no established index of material pros- 
perity can be expected to rise indefinitely. Progress involves 
change. When a nation has reached a certain point in the con- 
sumption of necessaries, it will utilise further purchasing power, 
not in consuming more of those necessaries, but in other ways : 
in buying bananas and condensed milk instead of more bread 
or meat, in tasting leisure, education, travel, football, cinemas, 
and other delights which do not appear in any index. So there 
may be a saturation-point in production; after putting its growing 
strength for many years into shipbuilding or cotton a nation 
may find greater need for its services in other directions—in 
transport, commerce, or finance. 

In the second place, even if we admit, as I, for one, am pre- 


1 Two special causes of doubt are worth mentioning :— 

(1) The presentation of the figures as averages for particular decades, neces- 
sary as it is in order to give within reasonable space a summary picture of the 
whole, is deceptive, because the various decades are unequally affected by the 
phases of the trade cycle. The years 1895-1904 contain but one year of slight 
depression (1904) and an undue proportion of ‘‘ good ”’ years. The nine years 
1905-13 contain the end of the slight 1904-5 depression and the whole of the 
exceptionally severe depression of 1908-9. The course of cyclical fluctuation 
unfairly weights the comparison against the later epoch. 

(2) The falling off of cotton, not only in the last decade but ever since 1880, 
is in large part apparent only. British industry was concentrating more and 
more on fine counts, using more spindles and producing more value for the 
same weight of raw cotton. 

A point on the other side, i.e. making the comparison unduly favourable 
to later epochs, is the change in the age-constitution of the population. The 
population in 1910 included a larger proportion of adults and a smaller proportion 
of children than that of 1900; production and consumption “ per head ”’ should 
have been slightly higher to maintain the same standard in relation to capacity. 
The correction to be applied on this account is too small to disturb the comparison 
appreciably. 
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pared to admit, that there was some real change in our conditions, 
some faltering in our progress in the first years of this century, 
it may yet be no more than a transient phenomenon, a result 
of special causes not pointing to permanent change. At the 
turn of the century we do in fact find special and temporary 
influences disturbing our ordinary development. One of these 
is the South African War; that war, like other wars, probably 
caused a greater loss of savings than of human life; it would 
leave capital scarce relatively to labour and in a stronger position 
to bargain. Another is the change in the movement of prices. 
Just before 1900 the falling tide of prices turned. From 1900 
to 1913 we lived on arising tide. This also is an element favouring 
capital as against labour, profits rather than wages. Yet another 
special influence at the turn of the century is a change in the 
rate of labour supply, due partly to the course of birth- and 
death-rates more than twenty years before and partly to the 
development of compulsory education. This point calls for 
explanation. 

In 1876 the birth-rate in this country reached its maximum, 
At the same time, or just before, important steps were taken for 
the improvement of public health; the death-rate, which had 
changed little for thirty years, began to fall, and fell steadily 
thereafter. There followed a quarter of a century later, as a 
wave follows a distant earthquake, an abnormal growth in the 
supply of adult labour. As has been pointed out by Mr. Yule, 
the number of males aged twenty to fifty-five rose 19 per cent. 
from 1891 to 1901, as compared with a rise of 14 per cent. from 
1881 to 1891, and 10 per cent. in earlier decades.1_ If we take 
five-year averages, the rate of natural increase (difference of birth- 
and death-rates) reached its highest points in the years 1876- 
1880 and 1881-1885. Normally, this would have shown itself 
first by large numbers of boys entering the labour market in the 
early *nineties. At the same time, however, the Education 
Acts were withdrawing more and more boys under fourteen 
into the schools. The State dammed up the rising flow of juvenile 
labour for a year or two. The main pressure in the labour market 
began to be felt later, 7. e. about 1900, and presented itself as 
the “ problem of boy labour,” which was really the problem 
of those who had got boy’s work easily enough between fourteen 
and twenty (replacing the younger children kept at school), but 
found themselves in difficulties when they reached man’s estate. 


1 See Mr. Yule’s paper on ‘“‘ Changes in the Birth and Marriage Rates ” in 


the Journal of the Royal Statistical Society, March 1906. 
112 
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This abnormal movement was bound, for the time at least, to 
disturb the balance between the growth of capital needed to 
employ labour and the growth of labour seeking employment. 
Some temporary pressure in the labour market was inevitable. 
It might cause a check in economic progress as measured per 
head of the total population ; it would certainly, in the bargaining 
between labour and capital for the division of their joint product, 
make labour for the moment relatively weak and capital for the 
moment relatively strong because scarce. Wages would lose 
relatively to profits. 

All these special influences favour capital against labour. 
It is in accord with them that, of all our economic indices, that 
which shows worst, the only one that shows no progress at all 
from 1900 to 1910, is real wages, the reward to labour; that 
which almost alone shows continued progress at the full Victorian 
rate is exports, to be explained perhaps in large measure as the 
surplus profits of capital. 

With these points in mind, we reach an economic interpreta- 
tion of the Edwardian age, reasonable in itself and consistent 
with other than economic records. That age does not live in 
our memories and will not live in drama and fiction ! as a season 
of hard living and hard labour. It comes back to us now rather 
in the guise of the ball before Waterloo, as an episode of unex- 
ampled spending and luxury; as the time when we saw our roads 
beset by motors, our countryside by golfers, our football grounds by 
hundred thousand crowds and a new industry of bookmakers, our 
dancing-rooms and dining-rooms by every form of extravagance. 
The smooth development of Victorian days was broken, but the 
characteristic of the time was inequality of fortune rather than 
general misfortune; discontent rather than poverty; a gain 
by capital in relation to labour, by profits in relation to wages, 

by some classes of workmen at the expense of others, even more 
than a check to our progress as a nation. Some check to our 
national progress there probably was, but we are not bound to 
believe that the check was permanent. The three factors 
described above—the earthquake wave of labour supply, the 
South African War, and the upward turn of prices—are all 
peculiar to their time. The relative shortage of capital would 
tend to produce its own corrective. Difficulty in absorbing an 
abnormal flood of new labour does not prove permanent over- 
population; if all the hundred million persons who now find room 


1 Sonia, by Stephen McKenna; Tono-Bungay, by H. G. Wells; The Regent, 
by Arnold Bennett. 
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and growing opportunities in the United States had landed there 
at once they would all have starved. 

In the last three years before the War we find in nearly all 
indices resumption of a rapid upward movement. What would 
have happened if the War had not come? Would the Edwardian 
age have proved a passing episode of unrest or the beginning 
of a serious threat to our prosperity? This is one of many ques- 
tions whose answer is buried in the common grave of war. 

In the third place, even if the new century was to see in 
Britain a lasting and not a transient harshening of conditions, if 
the rich ease of the Victorian age had gone for ever with Victoria, 
there is little ground for surprise. Malthus or no Malthus, it 
was not reasonable to expect Britain to keep up for ever the speed 
that marked her start in the industrial race. Providence had not 
concentrated in these islands the coal and iron supplies of all the 
world. As the United States and Germany and France developed 
their own mineral resources, Britain was destined to find her 
general industrial supremacy challenged, now in one field now 
in another; she would be driven to discover and maintain those 
branches of work in which she had the greatest economic advan- 
tage, and to withdraw from the rest. This process of challenge and 
adjustment was bound to occur irrespective of the growth of 
population, and as it occurred to give rise to strains and pressures ; 
when accomplished it might yet leave room for progress, if not 
at the full Victorian pace. 

Of Britain before the War we may conclude that the position 
called for serious thought, not tears or panic. The economic 
records are open to diverse readings. The check to material 
progress in the Edwardian age may in part have been less than 
appears, and in part real but due to transient causes. At worst 
our industrial rank was challenged, not destroyed; forgetting 
some of the slacknesses of our easy days, we might through science 
and system and industrial peace have won a new lease of rapid 
progress. In this direction lay our remedy; in this, I think, 
rather than in hastening the process of birth restriction which 
had begun a generation before. 


Britain and Austria after the War. 
Let us pass to Britain after the War. Here, statistical tests 
of progress must be abandoned altogether. War’s disturbance 


1 This is pointed out by a recent author, Mr. H. Wright, in Population, p. 110 
(‘‘ Cambridge Economic Handbooks,’ 1923). 
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of our economic life and all its standards and records is barely 
subsiding; to found judgments of the future on the course of 
production or wages or prices in the years of demobilisation is 
vanity. Judgment by recorded results is impossible; we are 
driven back to general considerations for an estimate of prospects 
in this new but not better world. 

The first principle of population to-day is that, under conditions 
of economic specialisation and international trade, the population 
problem in any particular country cannot profitably be considered 
without reference to other countries. The problem in every 
country is a problem of the distribution of the population of the 
world as a whole. The actual density in different regions of the 
earth varies fantastically, according to the part which that region 
plays in the life of the world, from less than one person per square 
kilometre in Canada or three in the Argentine, through 186 in 
Britain, or 245 in Belgium, to 760 in Monaco or 3,538 in Gibraltar.} 
The “ optimum density ” 2 for any one country at each moment 
depends not solely or even mainly upon its own resources of natural 
fertility or mineral treasure, on its own achievements of technique 
or co-operation, but on how in each of these matters it compares 
with other countries, on whether other countries are prospering 
or depressed, on the relations of its own people—in respect of 
peace or war, of trade or tarifis—towards other peoples. 

Britain illustrates this principle more clearly than any other 
great country, because of all great countries Britain has grown 
to be the least self-sufficient, the most highly specialised, the most 
dependent on trade and peace and world-wide co-operation. 
A pregnant analogy will make the position clear. 

In Central Europe, before the War, lived, under one dynastic 
ruler, a congeries of communities known collectively as the Austro- 
Hungarian Empire. These communities formed together a 
single economic unit, a free-trade area with fifty million inhabit- 
ants, in which every stage of economic activity, from the simplest 
agriculture to the most developed finance, was strongly repre- 
sented, in which all the separate functions came to be distributed 


1 These figures relate to 1911 and are taken from Table I of the International 
Year Book of Agricultural Statistics. A remarkable instance of the density 
possible to a purely agricultural population is presented by Java and Madura, 
which in 1921 had a population of 35,000,000, living 266 to the square kilometre, 
more than the most crowded industrial states of Europe. This involves of 
course a Chinese standard of life. 

2 That is, the density which will bring the largest return per head of the 
population. Cf. Cannan, Wealth, p. 68, and Carr-Saunders, The Population 
Problem, pp. 200 seq. 
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locally according to economic advantage without regard to internal 
boundaries. Some regions—east and south—were predominantly 
agricultural; in the north-west were extractive industries of 
coal and iron, and manufactures founded upon them; further 
south were other manufactures, and the main seat of commerce 
and finance. Here was timber; there water-power. Each 
industry tended to settle where it could most profitably be carried 
on. Within each industry local specialisation often went very 
far; thus, in cotton, one region predominated in the first and 
final processes (spinning and bleaching), another had more than 
its share of intermediate processes (such as weaving); the loco- 
motives for railways came to be built in one region and the 
waggons in another. In the centre lay Vienna, a natural meeting- 
point entrenched by art in a system of radiating railways, con- 
centrating on itself the most advanced stages of social life—fine 
manufactures, commerce, distribution, transport, finance, adminis- 
tration—a large and prosperous head directing and nourished 
by a large body. While the Austro-Hungarian Empire lasted, 
this headship brought with it the first place in prosperity. The 
wealth, pleasure, and extravagance, no less than the government, 
education, science and art, of fifty millions made Vienna their 
centre. 

The War came and went, and with it went the Empire. The 
dynastic ruler disappeared; the congeries dissolved; each com- 
munity became a separate body desiring and needing a separate 
head, aiming at self-sufficiency, seeking it by economic barriers 
against intercourse. In that break-up the average prosperity of 
all the fifty millions has sunk. Nearly every region is in some way 
poorer than before. But no region has suffered as much as 
Vienna; in none does the loss take the characteristic appearance 
of over-population. Vienna remains a head grotesquely too 
large for the shrunken body of German Austria, manifestly over- 
populated, as little able to support its former numbers at their 
former standard, as would be Monaco if the nations gave up 
gambling or Gibraltar if they gave up war. It is over-populated, 
not through exhaustion of its natural resources, not because in 
the past its people were too prolific, but because the world 
outside has changed too suddenly. 

De nobis fabula—the fate of German Austria is the mora] for 
Britain. No other country of comparable size is so highly 
specialised as Britain. None produces so small a proportion of the 
tood that it requires, or of the raw materials of its industries. 
None is so predominantly engaged in the advanced ranges of 
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economic activity; in industry rather than agriculture; in 
finishing processes rather than the extraction of raw material ; 
in transport, commerce and finance, rather than manufacture, 
No other country, therefore, is so completely dependent upon the 
restoration of peace and trade and economic co-operation. None 
is destined to suffer so acutely from any general disorder. At 
this moment perhaps none is suffering so much. 

It is needless to seek in excessive fecundity an explanation of 
our present troubles. There are other reasons, enough and to 
spare, why we should expect now to suffer from unexampled 
unemployment. Two exceptional causes of unemployment are 
now added to the normal movement of cyclical fluctuation. One 
is the difficulty of passing from war and war industries to peace 
—the difficulty of making swordsmen into ploughboys. The 
process of training and directing the new supplies of labour to fit 
the changing needs of industry has been broken by the War; 
there is a maladjustment of quality between labour supply and 
labour demand. The second cause lies in the damage done by 
the War and its aftermath to the economic structure of the world; 
the destruction of capital, the relapse of great nations towards 
barbarism, the breaking of easy and friendly intercourse, the 
continuance of war measures, the smaller volume of international 
trade and its shifting into new channels. The world has changed 
suddenly, if less completely, round us as round German Austria. 
Many of our trades find their former customers dead or im- 
poverished or cut off by new barriers; the labour trained to 
those trades cannot shift to fill the gap in production which is 
left by the disappearance of those customers and their work. In 
both these ways, in terms which I used in writing of unemployment 
fifteen years ago, we have leading instances of those “ changes of 
industrial structure ’’ which leave legacies of enduring unemploy- 
ment, to be reduced only as the labour ill-fitted for new needs is 
slowly and individually absorbed again or is removed by death 
or emigration.* 

The fate of Austria has a bearing not on war alone. The 
world may change otherwise than by war. The “ optimum 
density ’’ of population for any country may be diminished not 
by anything happening in that country, but by the discovery 
and exploitation of resources in other countries; possibly even 


1 Uncertainty as to the course of prices, with its paralysing effect on business 
enterprise, ought perhaps to be named as yet another special cause of post-war 
unemployment. Alternation of upward and downward movements of prices 
is, of course, one of the elements in normal cyclical fluctuation. 
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by tariff changes. The more any country is specialised in its 
economic functions, above all if it is specialised in the most 
developed rather than in the primary functions, the greater is its 
liability to such changes. Britain, becoming yearly less self- 
sufficient, setting each year a swiftly growing people to more and 
more specialised labour, increasing each year its inward and 
outward trade, was before the War taking more and more the 
Austrian risk. It is arguable that with this lesson before us we 
ought no longer to take the risk so fully; should retrace our 
specialisation and aim at self-sufficiency—in practical terms, 
under a system of tariffs or bounties, should grow more corn and do 
less trade. The short answer to that argument is that we are 
already too far from sclf-sufficiency to make worth while any 
attempt toreturn. Any change great enough to diminish seriously 
our dependence on overseas trade, in other words our exposure 
to the Austrian risk, would involve an impracticable reduction in 
out total population and our average wealth. A middle course 
that is sometimes suggested is to aim at self-sufficiency in the 
British Empire, by tariff arrangements favouring Imperial rather 
than foreign trade. The adoption of such arrangements clearly 
depends more on the wishes of the Dominions than on those of 
Britain, and their value for the purpose in view upon the readiness 
of the Dominions to acquiesce in a division of economic functions 
which would leave the most advanced and most profitable ones 
to the British Isles. It is more than doubtful whether this is the 
Dominion view of Imperial economics. In the last analysis, the 
long road which Britain has travelled to dependence on inter- 
national trade, as general and as free as possible, will, I believe, be 
found to be irretraceable. Like the hero of one of Mr. Wells’ 
novels, the Britain that we know, the Britain of forty millions, 
has been made for a peaceful and co-operative world; she must 
try to create such a world if she does not find it ready to hand. 


Recapitulation. 


It is time to gather together the threads of this long 
discussion. A further quotation from Mr. Keynes’ writings will 
serve for a starting-point :— 

“‘ The most interesting question in the world,” he writes, “‘ (of 
those at least of which time will bring us an answer) is whether, 
after a short interval of recovery, material progress will be 
resumed, or whether, on the other hand, the magnificent episode 
of the nineteenth century is over. In attempting to answer 
this question it is important not to exaggerate the direct effects 
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of the late War. If the permanent underlying influences are 
favourable, the effects of the War will be no more lasting than 
were those of the wars of Napoleon. But if even before the War 
the underlying influences were becoming less favourable, then 
the effects of the War may have been decisive in settling the 
date of the transition from progress to retrogression.” 1 

The warning deserves attention. Yet, as I am less inclined 
than Mr. Keynes to be pessimistic about the tendencies before 
the War, I feel perhaps more pessimistic than he is in this passage 
about the effects of the War, and the possibly enduring damage 
it may have done and be destined to do to humanity. 

Before the War, as I have tried to show, there is nothing to 
suggest that Europe had reached its economic climax; Malthus’ 
Devil, unchained again or not, cannot be found where Mr. Keynes 
professes to find him. For the world of white men as a whole there 
is even less ground for pessimism; the limits of agricultural 
expansion are indefinitely far. If we regard only that part of 
this world which is known as Britain, judgment is not so easy. 
Some change did come over our economic life, or certain parts of 
it, with the turn of the century; our effortless supremacy was 
challenged. Reasonable men may dispute, and since the decisive 
evidence has perished will probably dispute for ever, whether 
the unrest and uncertainty of the Edwardian age marked a 
passing episode destined but for the War to give place to a fresh 
stage of swiftly rising prosperity, or, on the other hand, recorded 
the first shock of permanent forces working to make life in these 
islands less easy and to set a term to material progress. 

After the War—for that phase, if indeed we have reached it, 
I doubt whether we may find much comfort in Napoleonic 
parallels. The Napoleonic wars were wars between Governments 
and armies rather than peoples; they did not bite deeply into 
economic life; they left it possible for the best contemporary 
fiction to show a picture of English society in which the military 
figure chiefly as dancing partners.2, The war of 1914-18 was 
waged on millions of non-combatants, as much as on armies; 
it is being continued in the same form to-day; the economic 
structure of the world, battered out of shape by four years of 
open war, is still twisted by human passions. The lesson of 
compulsory self-sufficiency has been learnt too well; in all parts 


1 “ An Economist’s View of Population,” in the Manchester Guardian Recon- 


struction Supplement, Section Six (1922). 
2? Jane Austen’s first three novels were written during the Revolutionary 


Wars (1796 to 1798); her last three between Wagram (1809) and Waterloo (1815). 
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of the world, by new economic barriers, nations are endeavouring 
to safeguard, at the expense of their native and natural industries, 
the industries which were forced on them by the extremities of 
war. The world is poorer in resources by its lost years and ruined 
capital; of those diminished resources it makes worse use.} 

To sum up, for Europe and its races the underlying influences 
in economics were probably still favourable when the War began. 
But the war damage was great and we are not in sight of its end. 
Man for his present troubles has to accuse neither the niggardli- 
ness of Nature nor his own instinct of reproduction, but other 
instincts as primitive and, in excess, as fatal to Utopian dreams. 
He has to find the remedy elsewhere than in birth control, 


Yhe Population Problem Remains. 


Let me add one word of warning before I finish. Such 
examination as I have been able to make of economic tendencies 
before the War yields no ground for alarm as to the immediate 
future of mankind, no justification for Malthusian panic. It has 
seemed important to emphasise this, so that false diagnosis 
should not lead to wrong remedies for the world’s sickness to-day. 
But the last thing I wish is to over-emphasise points of disagree- 
ment with Mr. Keynes. The limits of disagreement are really 
narrow. The phrases which I have criticised are incidental, not. 
essential, to Mr. Keynes’ main argument as to the consequences 
of the War and the peace. And whether Mr. Keynes was right, 
or, as I think, too pessimistic in his reading of economic ten- 
dencies before the War, he will be regarded as unquestionably 
right in calling attention again to the importance of the problem of 
population. Nothing that I have said discredits the fundamental 
principle of Malthus, reinforced as it can be by the teachings of 
modern science. The idea that mankind, while reducing in- 
definitely the risks to human life, can, without disaster, use to 
the full a power of reproduction adapted to the perils of savage 
or pre-human days, can control death by art and leave birth to 
Nature, is biologically absurd. The rapid cumulative increase 
following on any practical application of this idea would within 
measurable time make civilisation impossible in this or any 
other planet. 

In fact, this idea is no more a fundamental part of human 
thought than is the doctrine of laissez-faire in economics, which 

1 The recent development of prohibitive tarifis is very fully described in a 
special supplement by Dr. Gregory to the London and Cambridge Economic 
Service. 
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has been its contemporary, alike in dominance and in decay. 
Sociology and history show that man has hardly ever acted on 
this idea; at nearly all stages of his development he has, directly 
or indirectly, limited the number of his descendants.1 Vital 
statistics show that the European races, after a phase of headlong 
increase, are returning to restriction. The revolutionary fall of 
fertility among these races within the past fifty years, while it 
has some mysterious features, is due in the main to practices as 
deliberate as infanticide. The questions now facing us are how 
far the fall will go; whether it will bring about a stationary white 
population after or long before the white man’s world is full; 
how the varying incidence of restriction among different social 
classes or creeds will affect the stock; how far the unequal 
adoption of birth control by different races will leave one race 
at the mercy of another’s growing numbers, or drive it to 
armaments and perpetual aggression in self-defence. 

To answer these questions is beyond my scope, as it is beside 
my purpose to pass judgment on the practices from which they 
spring. The purpose of my paper is rather to give reasons for 
suspending judgment till we know more. The authority of 
economic science cannot be invoked for the intensification of 
these practices as a cure for our present troubles. But behind 
these troubles the problem of numbers waits—the last inexorable 
riddle for mankind. ‘To multiply the nation and not increase 
the joy is the most dismal end that can be set for human striving. 
If we desire another end than that, we should not burk discussion 
of the means. However the matter be judged, there is full time 
for inquiry, before fecundity destroys us, but inquiry and frank 
discussion there must be. Two inquiries in particular it seems 
well to suggest at once. 

The first is an investigation into the potential agricultural 
resources of the world. There has been more than one elaborate 
examination of coal supplies; we have estimates of the total 
stock of coal down to various depths in Britain and Germany, 
in America, China, and elsewhere; we can form some im- 
pression of how long at given rates of consumption each of 
those stocks will last; we know that “ exhaustion” is not an 
issue for this generation or many generations to come. There 
has been no corresponding study of agricultural resources; there 
is not material even for a guess at what proportion of the vast 
regions—in Canada, Siberia, South America, Africa, Australia— 
now used for no productive purpose could be made productive; at 

1 See The Problem of Population, by A. M. Carr-Saunders. 
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what proportion of all the ‘‘ productive ”’ but ill-cultivated land 
could with varying degrees of trouble be fitted for corn and 
pasture. Without some estimate on such points, discussion of 
the problem of world population is mere groping in the dark. 
The inquiry itself is one that by an adequate combination of 
experts in geographic, agricultural and economic science—not by 
a commission gathering opinions or an office gathering statistical 
returns—it should not be difficult to make. | 

The second is an investigation into the physical, psychological, 
and social effects of that restriction of fertility which has now 
become a leading feature of the problem. This also is a matter 
neither for one person—for its scope covers several sciences— 
nor for a commission; facts rather than opinions or prejudices 
are required. 

If the question be asked, not what inquiries should be made 
but what action should now be taken, it is difficult to go beyond 
the trite generalities of reconstruction, of peace and trade 
abroad, of efficiency and education at home. The more com- 
pletely we can restore the economic system under which our people 
grew, the sooner shall we absorb them again in productive labour. 
Unless we can make the world again a vast co-operative common- 
wealth of trade, we shall not find it spacious enough or rich enough 
to demand from these islands the special services by which alone 
they can sustain their teeming population. Even if the world 
becomes again large enough to hold us, we shall not keep our 
place in it with the ease of Victorian days; we dare no longer 
allow, on either side of the wage bargain, methods which waste 
machinery or brains or labour. Finally, if there be any question of 
numbers, if there be any risk that our people may grow too many, 
the last folly that we can afford is to lower their quality and go 
back in measures of health or education. Recoil from standards 
once reached is the gesture of a community touched by decay. 

W. H. BEvVERIDGE 











A REPLY TO SIR WILLIAM BEVERIDGE 


I 


It is flattering but a little severe to be taken up through a 
Presidential address on the strength of an obiter dictum of a few 
sentences. (The subject is a large one and an author may have 
more to say in support of his general attitude to it than can 
be well expressed in a single page of a book on another topic.) 
But worse still when even that paragraph is mis-handled. 

My main convictions relate to the present state of affairs— 
whether Great Britain and Europe can continue to support an 
increasing population on an improving standard of life now that 
the precarious equilibrium which existed before the war} has 
been fatally disturbed. Incidentally I expressed a doubt whether 
the state of affairs by which “ up to about 1900 a unit of labour 
applied to industry yielded year by year a purchasing power over 
an increasing quantity of food”? may not perhaps have been 
already reversed about that date. 

It is always difficult to trace, through the oscillations which 
obscure the long-period trend, the precise moment when a 
diminishing rate of improvement passes over into an actual loss of 
ground. But Sir W. Beveridge’s paper makes me no clearer than 
I was as to whether I was rash to express the doubt in question ; 
for the statistics which he quotes have no direct bearing on my 
remarks. 

I was concerned with the ratio of real interchange between 
the manufactured products offered by the Old World, and the 
food and raw materials supplied by the New. I thought I saw 
a tendency of this ratio to alter, with the result that Europe 
was having to offer more of her own goods in exchange for 
imported agricultural produce. I made no fresh study of this 
question when I wrote The Economic Consequences of the Peace, 
but was merely repeating a view which I had expressed in THE 
Economic JouRNAL in 1912 (Vol. XXII. p. 630), based on some 
figures given there and on the more comprehensive calculations 
set forth in Professor Bowley’s well-known memorandum published 
in THE Economic JournaAL in 1903 (Vol. XIII. p. 628). It will 
be useful to repeat here the salient figures. 


1 My phrases about this are those first quoted above by Sir W. Beveridge 
on p. 452. 
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Professor Bowley’s object was to make a table year by year, 
for the United Kingdom and for Germany, of ‘‘ the quantity of 
exports (the kind supposed unchanged) that were given for a 
uniform quantity of imports.” His results for the United 
Kingdom were as follows : 


Volume of Exports given for a Uniform Quantity of Imports. 








1873 100 1883 118 1893 105 
1874 103 1884 115 1894 102 
1875 107 1885 114 1895 102 
1876 110 1886 113 1896 102 
1877 118 1887 111 1897 102 
1878 114 1888 113 1898 103 
1879 116 1889 112 1899 99 
1880 119 1890 104 1900 94 
1881 123 1891 105 1901 95 
1882 118 1892 106 1902 100 





This is primd facie evidence that our position, after deteriorating 
from 1873 to 1881, improved uninterruptedly from 1881 to 1900. 

In my memorandum of 1912 (loc. cit.) I was reviewing the 
corresponding figures of the Board of Trade for the years 1900- 
1911 (Cd. 6314), which were as follows : + 


1900 . . 94 0s. =. 01 1996. . 99 1999 . . 103 
1901 . . 96 ee. . 306 Poor . « 1910. «. «6G 
S62 . . $8 90S . . 301 1068 . . 98 13) 


This long series of figures seemed to indicate that a period of 
continuous improvement covering two decades had culminated 
about 1900 and had been brought to an end about that time. 

The above figures compare all exports with all imports. For 
the full justification of my remark, however, it would be better 
to compare exported manufactures with imported food stuffs. 
The result, the general character of which is much the same as 
before, is as follows : 


Volume of Manufactured Exports given for a Unijorm 
Quantity of Food Imports.” 








1881 132 1891 106 ROUE «a 95 
1882 130 1892 112 1902 100 
1883 128 1893 112 1903 100 
1884 120 1894 107 1904 96 
1885 114 1895 104 1905 , 99 
1886 117 1896 106 1906 92 
1887 116 1897 110 1907 92 
1888 114 1898 111 1908 98 
1889 116 1899 105 1909 104 
1890 107 1900 93 1910 100 





1 To render the series continuous with Professor Bowley’s I have modified 


the base year. 


2 Professor Bowley’s tables for 1881 to 1902 distinguish ‘‘ Imported Food 
and Tobacco,” ‘‘ Exported Textile Manufactures’? and ‘“ Exported Metal 
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Here also we have a progressive improvement culminating 
in 1900, with no further improvement after that date and some 
signs of deterioration. Incidentally it is interesting to notice 
how decidedly the boom of 1906~7 turned the ratio of real inter- 
change in our favour, and how equally decidedly the depression 
of 1908-9 turned it against us. Since, however, we are concerned 
here with the long-period trend, the total result of the table can 
be best summarised as follows : 


Volume of Manujactured Exports given for a Uniform 
Quantity of Food Imports. 


SSE os se ke. os 5 REO De ia sa neas aes os? oe 
Decade ending 1890 . . . 119 Decade ending 1910. . . . . 98 
Decade ending 1900 . . . 107 MOUUE <ss cc es Oe - 98 


A table of this kind by itself cannot, of course, be regarded 
as conclusive. But some of the possible sources of error are not 
probable. For example, the prices of imported raw materials 
during the period under review suggest that, if these were 
eliminated from the prices of manufactures so as to give the 
net return to home manufacture, the force of the above table, 
whilst not much changed, would be increased rather than 
diminished. 

Now from 1881 to 1900 there was certainly a great improvement 
in manufacturing technique. Thus not only did a unit of manu- 
facture purchase more food, but it cost less labour. Not only 
so; as we shall see below, whilst we were producing at less real 
cost and selling at a better real price, we were also marketing a 
growing volume of goods. It was this fortunate combination 
of circumstances which made it possible for us to support a 
rapidly increasing number of workers at a somewhat improving 
standard of life. Between that time and the outbreak of war 
the situation may have been helped by some further improvement 
in manufacturing technique; and the volume of our trade was 
still increasing; but the other factor—the purchasing power of 
our manufactures—had ceased to help and seems from the above 
data to have begun to turn adverse. We were no longer able to 
sell more goods at a better price. 

I claim, therefore, that the best evidence available supports 





Products.” I take the first of these categories as representing imported food, 
and the mean of the other two as representing manufactured exports. The 
Board of Trade tables for 1900-1911 deal separately with their usual categories 
of ‘‘ Articles of Food, Drink and Tobacco,” and ‘“ Articles Wholly or Mainly 
Manufactured.” 
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the contention briefly stated by me in 7he Economic Consequences 
of the Peace. I was there speaking of the industrial countries 
of Western Europe, and suggested that, whereas “ up to 1900 
a unit of labour applied to industry yielded year by year a 
purchasing power over an increasing quantity of food, it is possible 
that about the year 1900 this process began to be reversed.” 

What evidence does Sir’ W. Beveridge produce to confute 
this? His facts fall into two groups. The first show that 
Europe as a whole produced 3 per cent. more wheat per head 
in 1910 than in 1900. His second show that the price of wheat 
rose less than that of other raw materials. Why he imagines 
that either of these facts confute my statement I cannot say. 
Let us consider them in turn. 

Take first his figures of wheat production. Two tables are 
given, one of which includes and the other excludes Russia and 
Poland. The first shows some increase in the production of food 
grains per head in the decade 1900-1910 and no figures available 
for 1910-1920; the second shows a small decrease in the produc- 
tion of wheat and barley per head in the decade 1900-1910, 
compensated by an increase of rye and maize (which are not 
important articles of human food in this country) and a huge 
reduction all round in 1910-1920. I have the following observa- 
tions to make : 

(1) It is not obvious that his own table for “ Western and 
Central Europe,” taken at its face value, namely : 


1880 1890 1900 1916 1920 
Yield of wheat (bushels) per head . 3°93 397 4416 4:13 3:10 


confutes my suggestion that the year 1900 marked a turning- 
point. Indeed it might be held by some to confirm it. 

(2) He has, however, included in ‘“‘ Western and Central 
Europe ” the agricultural countries of South-Eastern Europe— 
Roumania, Hungary, Jugo-Slavia and Bulgaria. The inclusion 
of these countries vitiates an argument concerned with the 
situation of the industrial communities of Western Europe. 
‘“‘ More surprising still,’ Sir W. Beveridge concludes this passage, 
“everyone but four (Belgium, France, Holland and the United 
Kingdom) shows an increase of wheat per head of total population 
in the decade (1900-1910).” But are not these four (together 
with Germany) precisely the countries we were talking about ? 

(3) Even if his facts were correct, they are not relevant 
to my contention about the ratio of real exchange between 


agriculture and industry; and, anyhow, it would be rash 
No. 132.—voL. XXXIII. KK 
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to treat them as an indication of progress without examining 
the attendant circumstances. If, for example, the wheat grown 
in Great Britain per head were at the present stage in our economic 
development to show a considerable increase, it might well 
indicate a serious deterioration in our prosperity ; for it might mean 
that as a result of hostile tariffs or other causes we were no longer 
able to obtain food on favourable terms in exchange for our manu- 
factured exports and were being driven, as a last resort, to grow 
an increased quantity of food for ourselves. 

Take next Sir W. Beveridge’s tables of prices. Since these 
relate almost wholly to raw materials, and mainly to imported 
raw materials, I do not know what relevance he thinks that they 
possess to my statement about the relative values of imported 
food and exported manufactures. He seems half aware that they 
are irrelevant, and goes on to give other reasons for supposing 
a priori that, if his figures had related to exported manufactures, 
they would have supported his conclusion. But he seems to have 
clean forgotten the existence of the Board of Trade estimates, 
published year by year, of the very thing under discussion,— 
although the figures must, of course, be familiar to him in other 
connections. 


II 

Since Sir W. Beveridge’s criticisms have caused me to recur 
to the subject of my inquiries of 1912, it may be of interest that 
I should now bring these inquiries up to date. 

The Board of Trade continued to publish comparable figures 
for the years up to 1916 (though 1913 was the last year to be 
dealt with in a comprehensive white paper). For the years 1917 
and 1918 the conditions under which our foreign trade was 
carried on rendered comparisons impossible, and no returns were 
compiled. Since 1919 the figures have been published quarterly 
in the Board of Trade Journal. Reducing these official figures 
to the same form as in the table given above (p. 477), we have the 
following result : 


Volume of Manufactured Exports given for a Uniform 
Quantity of Food Imports. 


2012... « @02 (30) . . GES (aes . « = |) ii 
1913. tit 97 | 1936... . 338 |} 2019 . . OF | rma i | 
1914. . 105 | oly). ls ce sl 1923... 80 


(for 9 months) 





+ Up to and including 1922 the figures have been calculated in respect of 
1913 as the base year. In 1923 the Board of Trade has returned to its pre-war 
(and preferable) technique of the ‘“‘chain-method” by which each year is 
calculated by reference to the immediately preceding year. 
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It appears, therefore, that up to the outbreak of war, and also 
during the war years, the state of affairs, which dates from about 
1900, was maintained, the table, repeated in terms of ten-year 
averages, being as follows : 


Volume of Manufactured Exports given for a Uniform 
Quantity of Food Imports. 


Decade ending 1890 119; Decade ending 1899 108 ; Decadeending 1908 97 
Pp > 2892 17 3 » 1900 107 e » 1909 97 
as » 1892 115 4 » 1901 105 a » 1910 98 
sa » 1893 113 sf » 1902 104 Pe » 1911 98 
59 » 1894 112 “3 » 1903 103 ss » 1912 98 
if » 1895 111 Be » 1904 102 is » 1913 98 
be » 1896 110 3 » 1905 101 - » 1914 99 
Fe » 1897 109 + » 1906 100 a4 » 1915 100 
“ » 1898 109 9s » 1907 98 + » 1916 101 








This table shows that the uninterrupted improvement, which 
had been proceeding at a steady rate for a quarter of a century 
up to the decade (ending 1907-8) of which the middle year is 1903, 
came to an end at about that date. 

In the light of this more extended table, my former generalisa- 
tion should be modified by placing the turning-point at 1903 
rather than at 1900 (the figures of the period 1899-1903 being 
much upset for purposes of comparison by the South African 
War and by the boom and the subsequent depression within 
that period), and by emphasising more decidedly the cessation 
of improvement and less decidedly the extent of the actual 
deterioration between that date and the outbreak of war. 

What is the situation as regards the post-war years? They 
show that my original generalisation was open to the criticism 
that by dealing solely with the ratio of real exchange without 
reference to the volume of trade it might be misleading. The 
figures quoted above for the pre-war years, taken by themselves, 
indicate, paradoxically, a vast improvement, even if we allow for 
a disturbance of the figures, as on previous occasions, by the boom 
of 1920? in proportion to the magnitude of the boom. ( A closer 
examination, however, shows that the improvement in real price 
has only been obtained at the expense of a disastrous falling off 
in volume, My generalisation would have been more accurately 


1 Ten-year averages are successful on the whole in eliminating the very 
disturbing influence on these tables of the periodic booms and depressions. 

2 These tables show that with great regularity this country obtains a better - 
real price than usual for its manufactured exports during a boom. To this 
extent the greater prosperity of industrial countries during a boom seems to be 


at the expense of the agricultural countries. 
KK2 
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stated :—‘‘ We are no longer able to sell a growing volume of 
manufactured goods (or a volume increasing in proportion to 
population) at a better real price in terms of food.” 

The figures of the volume of trade for earlier years can be found 
in Professor Bowley’s Memorandum (loc. cit.). Those for the 
years since 1900 (omitting the war years) are as follows in 
percentages of the volume in 1900: 








Total net Food Total British | Manufactured 
Imports. Imports. Exports. Exports. 
1900 100°0 100°0 100°0 100°0 
1901 102°1 102°4 101:0 100°8 
1902 105°3 103-2 107°2 107°1 
1903 106°2 106°9 110°1 109°8 
1904 107°4 107°5 112°5 111°4 
1905 108-4 104°3 123°6 123°6 
1906 111°6 108°0 132°9 131°5 
1907 BIS:1 107°5 143°6 140°9 
1908 108°9 106°3 132°2 127°1 
1909 111°9 105°2 137°8 131°7 
1910 114:1 105°3 150°3 145°7 
1911 117°6 108-7 155°7 150°8 
1912 126°6 109°3 164°3 158°7 
1913 131-2 115°6 170°8 164°6 
1919 118°1 110°6 93°8 92°8 
1920 115°5 99°8 121°1 125°9 
1921 96°4 104°7 85°1 83°6 
1922 113°5 114°6 PTT 109°5 
1923 127°3 130°8 132°3 121°4 
(9 months) 

















Broadly speaking, the volume of our manufactured exports 
has gone back to what it was about twenty years previously. 
Meanwhile the volume of our food imports has maintained a 
steady increase to a figure about 15 per cent. above what it was 
twenty years ago, roughly corresponding to the increase of 
population. 

Thus the improved prices of our manufactured exports, 
measured in terms of food imports, has compensated to a con- 
siderable extent, but by no means completely for the falling off 
in volume. Off-setting the one thing against the other, our 
manufactured exports are now buying in the aggregate about 
12 per cent. less food stuffs than before the war. 

Looked at another way, since the war we have been asking 

1 Triennial averages (e.g. 1912 = averages of 1911, 1912, 1913) of amount of 
food imports purchased by the aggregate of our manufactured exports (1912=100): 


Pre-war. Post-war. 
1910. ; J 89 1920 —g. ‘ é 77 


i 95 Py a 86 
if. lw Ct a 85 
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for our exports (in round figures) a real price (7. e. in terms of food 
imports) 20 per cent. higher than before the war and have been 
selling 30 per cent. less in quantity. In the slump year 1921 
we were asking a real price 35 per cent. higher than in 1913 and 
were selling in volume 50 per cent. less. 

These figures suggest interesting reflections as to the elasticity 
of the world’s demand for our manufactures in terms of food stuffs. 
It looks on the face of it as though we are asking too much for 
our exports, and will have to ask less if we are to sell enough to 
pay for our necessary imports. But the post-war conditions 
of world markets are so materially different from pre-war con- 
ditions, that we cannot safely infer from the above figures by 
how much we shall have to lower our (real) prices for what we 
produce in order to find an outlet for a sufficient quantity of 
goods. We are bound to hope—and have reasonable grounds 
to hope—that the demand for our goods is elastic, 7. e. that if 
we lower our (real) price the demand will increase more than in 
proportion. But I see no grounds for the expectation that we 
can obtain a (real) price a great deal higher (which we are 
asking at present) than the pre-war price for the pre-war volume 
of sales. 

The following is an illustration of the way in which equilibrium 
might be restored. Food prices (in terms of money) might rise 
20 per cent., money wages might rise 10 per cent., other manu- 
facturing costs might be reduced (with a larger output and more 
efficiency) sufficiently to compensate the rise of money wages, 
thus leaving the money-price of manufactures unchanged; ? 
our real price for manufactured exports would then have returned 
to its pre-war level and this might encourage a sufficient increase 
in their volume to absorb an important proportion of our unem- 
ployed. But it must be observed that in this illustration the 
result would have been achieved at the cost of a reduction in 
real wages. 

Arguments and figures such as I have been dealing with here 
can never do more than suggest conclusions,—they cannot prove 
them. But they do certainly suggest—in the absence of other 
indications to the contrary—that we could maintain a higher 
standard of life if we had fewer to employ and to feed, and that 

1 T have neglected throughout the cost of the imported raw materials entering 
with our manufactured goods, because, so far as I can judge, their price has risen 
less than the price of the manufactured goods; so that if accurate account had 
been taken of this factor, my argument would not have been weakened. But 


this matter deserves a more exact examination than I have been able to give 
it in this article. 














484 THE ECONOMIC JOURNAL [DEC. 


the more we have to force the volume of our trade (especially in 
existing conditions) the worse terms do we get. Numbers are 
already, if this is true, inimical to standards of life. 

One more table of the ratio of real interchange, looked at this 
time from the standpoint of the New World, is worth giving. The 
Federal Reserve Board of the United States has published during 
the past year a monthly table of the price index of different 
classes of commodities as follows : 














(1913 = 100.) 
Goods Goods Goods | Raw __ |Producers’ Consumers’| All Com- 
Produced. Imported.|Exported. Materials.| Goods. | Goods. |modities. 
1922. | 
July 162 128 165 | 177 143, | 163 165 
Oct. 161 | 135 63 ..| Ae | 38 | 156 |= 165 
1923. | | 
Jan. 162 139 180 | 182 |; 150 | 156 165 
April 173 156 186 |; 181 | 169 | 158 | 170 
May 170 155 179 | 176 167 | 158 167 
June 167 148 182 171 164 S| 157 164 
July 163 | ~ 141 170 | 163 | 160 155 159 
Aug. 463 | 187 166 | 162 | 158 | 157 159 
Sept. 167. | ~~ =: 145 176 167 | 160 | 162 163 





This table shows that of the three classes of goods produced 
and consumed within the United States—raw materials, producers’ 
goods and consumers’ goods—the increase of price since 1913 
has been greatest in raw materials, although the disparity 
has been diminishing lately. But the big divergence is between 
the price changes in imported goods and those in exported goods. 
In order to pay for a given volume of imports the United States 
does not have to export, it seems, more than 80-85 per cent. of 
what it had to export before the war. In other words, the ratio 
of real interchange has moved some 15 per cent. in favour of the 
United States and against the rest of the world.1 

I do not wish at the present stage to draw any certain conclu- 
sions from the figures set forth in this section. But the indications 
are not optimistic. Sir W. Beveridge and I do not disagree about 
the disturbing possibilities of the present state of affairs. 


III 


Finally, I must emphasise strongly, what is perhaps obvious,— 
that conclusions as to the actual or impending over-population 
of the older countries do not stand or fall with the particular 


1 If we compare goods imported with goods produced, the change amounts 
to 10 per cent., which might be the safer figure to take. 
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point of detail here discussed. This is only one item in a vast 
field of evidence and argument. I complain, therefore, that Sir 
W. Beveridge should convey the impression that his criticisms, 
even if they were better founded than they are, would dispose 
of Malthus’ Devil. Sir W. Beveridge seems to speak with two 
voices. It is on grounds which are flimsy and inadequate 
to the magnitude and significance of the subject (if he intends 
them to apply to the whole great issue) that he asserts: 
“Mr. Keynes’ fears seem not merely unnecessary but baseless.” 
Yet the outside world has not heard with the same distinctness 
the other voice, which says later on: ‘“ The last thing I wish 
is to over-emphasise points of disagreement with Mr. Keynes. 
. . . Nothing that I have said discredits the fundamental principal 
of Malthus, reinforced as it can be by the teachings of modern 
science.” 

I offer Sir W. Beveridge the following few samples from the 
collections of the press-cutting agency, to show what the outside 
world thinks that he has said : 


The Guardian.—‘ At the British Association Sir William 
Beveridge effectively laid the bogey and convinced most of 
us that there are no grounds for Malthusian pessimism.”’ 

The Month :—‘ The bogey of an overcrowded earth, first raised 
by the short-sighted Malthus, and eagerly exploited by 
eugenists as a means of overcoming the abhorrence with 
which all decent people regard abuse of the marriage function, 
was effectively laid by the Director of the London School 
of Economics. ... We hope that our Government will 
follow, however belatedly, the example of France and 
America in making such publications (relating to contra- 
ceptives) a criminal offence.” 

The New Age :—‘‘ No; we really shall not be able to take Malthus 
seriously until we see people starving with money in their 
pockets. . . . There is only one famine to fear; and that is 
a money famine.” 

Daily Mail :—‘ Sir William said there was no ground for Malthus- 
ian pessimism. Enormous areas of the world fit for culti- 
vation were not yet cultivated, and in other areas only the 
surface had been scratched.” 

Liverpool Post :—‘‘ It is surely obvious that the great and deplor- 
able mass of unemployment in the country at present has 
no direct connection with the number of the inhabitants.”’ 

Mr. C. F. G. Masterman (in numerous organs of the provincial 
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press) :—‘‘ Sir William Beveridge, by the substitution of 
scientific investigation for theory, has blown into pieces the 
assertion that England is over-populated, or that Europe is 
over-populated, or that population is growing in excess of the 
development of food supply, or that the present unemploy- 
ment in this country is in any way due to over-population.” 
New Statesman :—‘‘ There is no evidence whatever of which we 
are aware, or which Mr. Keynes or any other Malthusian 
has yet produced, to show that those limits (to the number 
of human beings who can find means of sustaining life) are 1 
being approached or are even likely to be approached for { 
centuries to come. ... Economic and statistical science { 
offer no ground whatever for what Sir William calls ‘ Mal- 
thusian pessimism, . . . Sir William Beveridge’s demonstra- 1 
tion that the ‘ over-population ’ bogey is moonshine is a most 
valuable and timely piece of work.” | 


Sir William Beveridge has given to ignorance and prejudice 
the shelter of his name. Can I not with these cuttings make him 
a little uneasy ? 


J. M. Keynes 














WOMEN’S WAGES IN RELATION TO ECONOMIC 
WELFARE ? 


A PRECEDING inquiry was directed to the question what 
relation between the wages of men and women is most conducive 
to production of wealth in the narrower sense of that term.? In 
this sequel there is substituted for wealth a higher aim, economic 
welfare. Welfare is related to wealth as inward feeling to outward 
means. Economic welfare is distinguished from other kinds of 
happiness in that it depends more on external means, enters 
easily into relation with the measuring rod of money, as Professor 
Pigou defines (ante, § 2).3 As a property of this essential differ- 
ence it seems that propositions respecting economic welfare 
possess one characteristic of positive science, general consent, 
in a greater degree than belicfs concerning higher kinds of 
well-being. There is more agreement about the conditions of 
material prosperity than about the first principles of ethics and 
politics. 

A distinctive feature of welfare which especially concerns us 
here is the postulate that the satisfactions felt by different persons 
admit of comparison. It thus becomes possible to consider the 
aggregate economic welfare of a community as the sum of satis- 
factions enjoyed by the individual members. By the law of 
diminishing utility the addition of wealth to those who have 
already abundance tends to increase the aggregate welfare less 
than if the same amount of means were applied to the relief of 
pressing wants. Accordingly, if the wealth of a community is 
increased or diminished, the gain or loss of aggregate welfare 
depends not only on the amount of wealth added or subtracted, 
but also on the distribution of the benefits or privations among 
the members of the community. The negative case of this 
proposition forms the basis of a now generally accepted principle 
of taxation. If a given amount is to be raised by taxation, the 


1 Read before Section F of the British Association, 1923. 

2 See article on ‘“‘ Equal Pay to Men and Women for Equal Work ’”’ in the 
Economic JOURNAL, December, 1922. 

8 Tho references of this type are to the previous article in the Economio 
JOURNAL, December, 1922. 
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burden should be distributed among the contributors in such 
wise that the aggregate sacrifice incurred may be a minimum.? 

The only question is whether we should stop at the amount 
of revenue required for the public services, or whether taxation 
should be applied beyond this limit for the express purpose of 
equalising incomes. There are those who think that such equal- 
isation would be theoretically per se desirable, and are deterred 
only by the consideration that production would be discouraged. 
It is as if a force tending to cause movement in a certain direction 
is held in check by an opposite force. Then, if the counteracting 
force is lessened, the ever-present tendency will spring into action. 
Upon this principle it was forcibly argued in the year 1916 that 
the burden of “ special taxes levied on an exceptional occasion 
for the purpose of financing an unprecedented war” should be 
distributed with less regard than usual to counteracting con- 
siderations.” 

Similar statements would hold good if taxes consisted of 
services exacted for the benefit of the State. For the analogy 
between taxation and corvée is very close. Quite philosophically 
the taxes collected for the kings of ancient Egypt were named 
“labour.” So on the supposition that imposts were exacted in 
the form of work, as pointed out by Sir Josiah Stamp, more would 
be expected from the more powerful man.4 Prima facie the prin- 
ciple should be applicable, beyond the sphere of public services, 
to the distribution of labour and remuneration in general. It 
would seem to follow that if one class is less capable of work than 
another, but equally capable of enjoyment, the former class shall 
do less work, but enjoy equal remuneration. But of course such 
an arrangement would be impracticable. The numbers of the 
less capable class would increase to the detriment of production. 
The survival of the inefficient would be encouraged. These 
results would not equally follow if the privileged class consisted 
of the weaker sex. Prima facie the case would resemble one just 
now instanced in that first principles spring into action, counter- 
acting considerations being withdrawn. It would seem to be 
opportune to discuss and apply a problem which Mr. and 


1 Cp. Cannan: “ Minium aggregate sacrifice in the long run is the principle 
which all good ministers of finance and Parliament endeavour to the best of their 
abilities (often poor) to adopt. Under its ample folds equity, ability, benefit, 
and all other good things drop into their proper places.”—Economic JOURNAL, 
1921, p. 350. 

2 Pigou, Economy and Finance of the War, referred to in the Economic 
JOURNAL, 1916, p. 227. 

3 Breasted, History of Ancient Egypt. 

4 Fundamental Principles of Taxation, 1919, p. 8. 
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Mrs. Webb cite as interesting.1 Whereas on a certain slave 
plantation equal tasks were imposed on men and women, the 
latter accordingly, in consequence of their comparative weak- 
ness, suffering much more fatigue; supposing the employer 
to insist only on a certain quantity of work being done, and 
to leave the distribution of the burden to the philanthropist, 
what would be the most beneficent arrangement?? But a 
regime so socialistic is not here contemplated. It is supposed 
that the forces of competition can only be slightly modified 
by combination. It is not proposed to defy the ruling of 
competition. But, as pointed out before (ante, § 10), the 
determinations effected by competition are often not minutely 
graduated. It is as if the integers of economic quantities that 
are in dispute were determined by the play of competition; 
while the fractions are left to be settled by collective bargaining 
and utilitarian considerations (ante, § 10). Even as regards the 
integers, if one or two units are changed in the interest of one 
set of workers, no appreciable economic loss to the community is 


1 Industrial Democracy, p. 505, ed. 1902. 

2 Let X be the amount of work to be done by the average man, and x the 
corresponding task of the woman; where X + 2 is given, the numbers of the 
sexes being supposed equal. Let /’(X) represent the disutility experienced by 
the average man doing the amount of work denoted by X; where F(X) and 
I’’(X) are both continually positive. And let f(x) likewise represent the analogous 
subjective quantity for the woman. Then the sum-total of disutility, F(X) + 
f(x) is to be a minimum ; subject to the condition that X + x = constant. Whence 
F(X) =f'(x). Now let it be granted that for any quantity z (of the order of 
the quantities X and x with which we have to do), f(z)'> F(z), and also (f(z) — 
F(z) continually increasing) f’(z)>Z’(z). Then when F(X) = f(x), X must 
be greater than z. 

To adapt this reasoning to the distribution of work and produce in an ideal 
community regulated according to utilitarian (or as some may prefer to say, 
socialistic) principles; let X denote the amount of goods produced by the average 
man—amount measured in money or some even more appropriate index; and 
let = be the portion of goods assigned for his consumption. Let the corre- 
sponding quantities for women be x and ~. Then, if N is the number of the men, 
n of the women, NX + nae = NE + nz. Let F(X) be the disutility accruing 
to the man from the production of X ; and let f(x) be the corresponding expression 
for the woman worker. Also let # (=) be the satisfaction accruing to the average 
man from the consumption of goods amounting to = (#’>0, #’’ <O) and let the 
corresponding expression for the women be ¢ (é). There is then to be maximised 
the sum-total of welfare N#((=) — F(X)) + n(o(t) — f(x); subject to the condition 
NE + nt =NX-+ nx. Whence F’(X) = f(x) = (=) = ¢(é). Now let it 
be granted that, as before, for any quantity z (of the order of the quantities with 
which we have to do) f(z)>F’(z); while there is no corresponding datum with 
respect to the quantities and functions designated by the Greek symbols. Then 
it follows, as before, that X shall be greater than x. It does not follow that 
= (the man’s portion of goods) should be greater than (the woman’s) £; it being 
understood that there is not deducted from = any special charge for the support 
of families (or other public purpose). 
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to be apprehended. For the economic equilibrium which is 
determined by competition may be considered as realising the 
maximum of advantage (attainable in the existing state of things). 
So by the theory of maxima a slight modification of the arrange- 
ments which secure maximum advantage will be attended with 
only a very slight diminution of the total advantage (ante, § 8). 
There would not be an appreciable loss in globo, but a transference 
conducive to economic welfare. 

But the gain to the women-workers would not always involve 
an equal loss tothe men. For many of the concessions demanded 
would consist of increased facilities for work; and so would 
result in an increase of the wealth to be distributed (ante, § 19). 
The war has shown that there is much room for improvement in 
this direction. We read of ‘ processes which by some reorganisa- 
tion, or the introduction of labour-saving appliances, could be 
made suitable for them” (women). The difficulty of employing 
women on heavy work may often be got over by mechanical 
means—“ lifting tackle, trolleys, runways for bogies, lighter tools 
and trucks,’ and so on. ‘‘ There would appear to be a fairly 
large new field of possible activity for women.” 1 Arrangements 
to suit those who cannot work many hours may be foreseen. 
The removal of hindrances to the entrance of employments and 
to the training required for their exercise has already been claimed 
as conducive to wealth (ante, § 9). On the ground of economic 
welfare it is now further demanded that women-workers should 
at least have the benefit of any doubt that may arise with regard 
to the apportionment of industries between the sexes (ante, § 12). 
If in effect, however masked by the wording of awards and 
agreements, there comes in an element of chance in determina- 
tions about work and wages—as Dido apportioned the labour of 
her workpeople not simply by just partition, but also by drawing 
lots *—let us weight the chances somewhat in favour of the 
weaker sex. 

These concessions may be demanded and granted without 
indulging the fantastic sentiments of Don Quixote, without 
accepting Michelet’s old-fashioned objection to the employment 
of women in industry: ‘ L’ouvriére mot impie et sordide!” % 
There would be demanded only a little more than Francis Walker 

1 Memorandum on Substitution of Women in Non-Munition Factories, Home 
Office, 1919. 

2 ** Operumque laborem 
Partibus equabat justis, aut sorte trahebat.” 
4Aineid, 1, 507-8. 
3 La Femme, ch. 2. 
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claims in his eminently sane observations upon women’s wages. 
Impressed with the advantages of free competition he demands 
* mobility ’ for women-workers, free access to the labour market 
to which they have been driven by the changed conditions of 
production. 

Walker enforces this claim by appealing to the well-known 
chivalry of American men: And certainly if chivalry in the 
general sense of knightly virtue has been shown by another great 
economist to be compatible with modern industry,? why whould 
not this be true also of chivalry in that special sense which was 
the crown and glory of the knightly character? Yet here appeal 
is not made to so refined a motive. For economic welfare is 
considered as depending on characteristics of human nature that 
are very general, almost as universal—and so nearly as 
amenable to scientific treatment—as the motives commonly 
ascribed to the “economic man.” It is hardly consistent with 
this definition to include a sentiment which is far from universal, 
not common to the Eastern or the ancient civilisations. To 
secure the validity of our conclusions there is not postulated any 
particular code of manners and customs. It is not necessary to 
dispute the views of Mr. Belfort Bax, who in his unpleasant 
book, Frauds of Feminism, complains that “ women are iniqui- 
tously privileged at the expense of men”; denounces the rule of 
the sea, that the women should have priority of exit from a 
sinking ship, as ‘‘ an abominable piece of sex favouritism,”’ which 
“ cries aloud in its irrational injustice.” Nor, on the other hand, 
need we accept the Comtist doctrine that female relatives have a 
claim to be supported by the men of their household on the 
analogy of priests and magistrates ‘‘ maintained by those for 
whom their lives are devoted.” * The premises of our argument 
are more general, containing more of the quod semper, quod 
ubique ; such as the laws of diminishing utility and increasing 
fatigue, the fact of unequal capacities—differences in the relation 
between work done and fatigue felt. 

Nevertheless it is not irrelevant to the argument that its 
practical conclusions are in harmony with the manners of 
Christendom. If most Englishmen and many other men regard 
as detestable opinions of the kind professed by Belfort Bax, this 
is a fact favourable to the application of our reasoning. Consider 


1 The Wages Question, p. 381 and context. 

2 Marshall, ‘The Social Possibilities of Economic Chivalry,’ Economic 
JOURNAL, Vol. XVII (1907). 

8 Op. Frederic Harrison, Realitics and Ideals. 
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the opinion of a late Lord Chancellor which Mr. Bax quotes with 
disapprobation, the dictum that “ our laws taken as a whole are 
more merciful to women than to men, and are more mercifully 
administered.” If this discrimination is generally approved, there 
may be presumed a predisposition to admit a similar discrimina- 
tion with respect to the laws of political economy. But the 
tendency is held in check by the supposed rigidity of those laws, 
by the conception of competition as necessary and beneficent. 
It is, therefore, not without consequence to point out that some 
discrimination of the slight yet appreciable degree which is 
admitted in the sphere of law is possible in the sphere of industry. 
The supposed predisposition would secure a response to Walker’s 
appeal for the removal of obstructions. It would secure attention 
to the subtler arguments which are based on the “ elasticity 
of the demand for labour ” and the nature of economic equilibrium 
(ante, § 19 and § 8). There would at least be rendered more 
gentle that jostle of competition from which Frederic Harrison 
apprehended that ‘‘ the great majority of men and women would 
sink into the relative position of big and little boys at school.” ! 
Why should not the relation be, rather, like that of the young 
men and maidens at our Universities who compete in work 
tested by examinations without being related as fag and bully ? 
May not Competition in industry, tempered by Combination 
(ante, § 10) work equally smoothly? Altogether, under the 
favourable conditions supposed—the action of reason quickened 
by a predisposing sentiment—the pursuit of economic wel- 
fare may avert the reproach conveyed in Burke’s tremendous 
words: “The age of chivalry is gone. That of sophisters, 
economists, and calculators has succeeded; and the glory of 
Europe is extinguished for ever.”2 Rather, the economists, if 
aiming at economic welfare, the sophisters and calculators, if so 
named because, in accordance with the utilitarian philosophy, 
they seek to calculate the course that is conducive to the 
greatest quantity of happiness, will cultivate a certain species 
of chivalry, wanting, it may be, the glory of the older virtue, 
but still a precious element of civilisation. It might not be 
so dearly prized as its romantic prototype by those who form its 
object, in benefiting whom consists its virtue; but the benefit 
would be more widely diffused, less confined to aristocratic circles, 

The concessions now advised on the ground of economic 
welfare, unlike those before admitted (ante, § 16 et seq.), are not 
based on the incidents of family life. The fresh considerations, 

1 Op. cit. 2 Reflections on the French Revolution. 
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however, do not contravene those admissions; the concessions 
advocated, not being on such a scale as seriously to alter the 
balance between the wage of spinsters and that of married 
men to the detriment of families. 

In this part of the subject not only is the present sequel in 
keeping with, but it also lends support to, the preceding 
argument. It will be remembered that the presumption 
in favour of equal pay to men and women encountered the 
objection that the bulk of men are subject to a charge from 
which the bulk of women are exempt, the support of families 
(ante, §§ 16-18). This circumstance much weakens the force of 
appeals to the justice which is inherent in laissez-faire, the “ system 
of natural liberty.” 1 The case for equal pay is not so strong as it 
has been represented by ardent champions of woman’s rights, 
Olive Schreiner for example in passages like the following: ‘‘ The 
fact that for equal work equally well performed by a man and a 
woman it is ordained that the woman on the ground of her sex 
alone shall receive a less recompense is the nearest approach to 
a wilful and unqualified ‘ wrong’ in the whole relations of women 
to Society to-day. . . . That males of enlightenment and equity 
can for an hour tolerate the existence of this inequality has seemed 
to me always incomprehensible.” ? There is certainly a “‘ wrong” 
of the kind which consists in the infraction of laissez-faire. 
But it is not “‘ unqualified ” in so far as it is calculated to correct 
another sort of wrong. If with equal pay for equal work one 
of the parties is to be subject to unequal deductions from his 
pay; it seems not unreasonable that the said party should have 
some advantage in the Labour Market (ante, § 18 par 1). More- 
over, those barriers against the entrance of women workers into 
certain occupations which are the main cause of different remuner- 
ation for the same effort appear to subserve the purpose of 
preventing the débdcle, ultimately ruinous alike to wealth and 
family life, which the hasty substitution of low-paid female 
operatives for well-paid men threatens to bring about (ante, § 5). 
Accordingly the case for unrestricted competition, without any 
provision for the endowment of families, is not so strong as it 
has been represented by advocates of equal pay. Even with 
such provision as recommended in the preceding article the 
case is not so strong but that it may be strengthened by the 
considerations adduced in the sequel. The man who is hesitating 
between the older policy of exclusion and greater freedom of 
competition (safe-guarded by subsidy to families) is exhorted 

1 Wealth of Nations, Book IV. 2 Introduction, p. 24. 
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to give the benefit of the doubt to the course which makes for 
the higher remuneration and larger independence of the woman 
worker. To thwart her wishes and degrade her status would 
not be consistent with economic chivalry. 

Altogether these considerations are calculated to strengthen 
the reasons before given for some sort of subsidy to mothers 
of families, whether on the part of the State or of unmarried 
fellow-workmen (ante, § 21). Such are the institution of family 
allocations which, as described in the publications of the Family 
Endowment Council, are coming into vogue in France and other 
countries; and the kindred German arrangements which are 
described by Dr. Heimann in this issue of the Economic JouRNAL.! 
If there could be a doubt whether, in case of a money subsidy 
being granted, it should be paid into the hands of the mother, 
the preceding considerations would be decisive in her favour. 

But while the arguments in favour of family endowment are 
strengthened, the objections to its injudicious use are nowise 
weakened. The reader is requested to consider carefully the 
long list of disadvantages and dangers enumerated in the pre- 
ceding paper (ante, § 20). It is true that all those objections 
would not attend all schemes of State support. In particular 
the evil effects on the future of population are not to be 
attributed to all such schemes. Thus Professor Pearson 
in his original and outspoken Lthic of Free Thought, while 
recommending the support of mothers by the State or Commune, 
seems only to guarantee that support in case of births sanctioned 
by the authorities.2 Mr. H. G. Wells, too, accompanies his 
drastic provisions for the State support of mothers with State 
regulation of births. But it may be doubted whether this 
platonic regulation will in practice be embodied in schemes for 
the endowment of motherhood. Consideration for the quantity 
and quality of population cannot be counted on. Nor, even 
if it could be, would it secure the wealth and welfare of a 
people dependent on the State for the support of families. 
It is a fearfully rash assumption that, because each man now 
generally works hard for the sake of his own wife and children, 
all men will work equally hard for all wives and children 
collectively. 

The danger of this assumption is by no means confined to the 


1 p. 509 below. Cp. Douglas on “The Project of Child-Endowment in 
Australia,’’ Quarterly Journal of Economics, August, 1923. See also Revue de 


Travail, Belgium, May, 1923. 
2 Op. cit., p. 443 et seq., ed. 1. 3 Socialism and the Family. 
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common Socialist intent upon material gains. The main facts of 
life are even more easily forgotten by the idealist. The Swedish 
sentimentalist, Ellen Key, for instance, expects that when a 
“profounder culture ’’ becomes prevalent “it will seem as 
natural for society to maintain its women as it was natural to 
maintain its army and navy.” They will receive a “subsidy 
from the community for the bringing up of children,” ‘ the 
economic appreciation of her (their) domestic work.” They will 
thus be free to cultivate a “soulful sensuousness or sensuous 
soulfulness”’ ; in accordance with ‘a new morality.” 1 Naturally 
conditions of wealth and economic welfare are not considered by 
reformers intent upon some object of a higher or at least a 
different order. The greatest of such innovators has characterised 
his proposal in terms which may be cited as quaintly expressing 
the spirit in which the economist at least should not approach 
such matters. Milton, when, galled by the yoke of an ill-assorted 
marriage, he proposed as a remedy for marital troubles freedom 
of divorce, thus reflected complacently on that proposal: “I 
doubt not but with one gentle stroking to wipe away ten thousand 
tears out of the life of man.” 2 But the economist, remembering 
how often the appearance of easy remedies for human ills, in his 
sphere at least, has proved deceptive, will not expect much from 
a stroke, gentle or violent, intended to revolutionise established 
institutions which have worked well for the production of wealth 
and economic welfare. The only reforms of such institutions 
which the economist can approve are tentative and gradual. 


1 Love and Ethics, p. 54. Love and Marriage, p. 20, ch. xi. Cp. The Woman 


Worker, ch. vi. 
2 Doctrine and Discipline of Divorce, second edition. 
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RUSSIA'S CURRENT MONETARY PROBLEMS 


THE monetary policy of the Soviet Government during the 
so-called ‘‘ period of militant Communism,” that is, up to the 
spring of 1921, was mainly determined by the straightforward 
application of the extreme Marxian doctrine, which looked upon 
money as the most subtle instrument of exploitation in the 
hands of the capitalists. In accordance with this theoretical 
view, the Soviet Government originally aimed at the complete 
abolition of money in the generally accepted sense of this term, 
and at the introduction in its stead of the “labour standard,” 
in strict conformity to the Marxian theory of value. Under this 
system, values would be measured in units of working time of a 
given intensity, on the basis of elaborate reduction formule, and 
the actual currency would consist of notes or certificates repre- 
senting a certain amount of work done by the holder in terms of 
‘labour units ” called ‘“ treds,’’ and entitling him to an equivalent 
in other people’s products. In its essence the scheme was not a 
new one in the history of Socialism, and to the English mind it is 
certain to recall the short-lived “labour notes”? commonly 
associated with the name of Robert Owen. In 1919 and 1920 
attempts were even made to introduce the “labour standard ” 
into practice, but, not unnaturally, they proved an utter failure 
and were abandoned in the experimental stage. So long, how- 
ever, as these ideas were adhered to, the actual currency was 
looked upon as doomed to destruction, and its rapid depreciation, 
far from causing apprehension among the Communist leaders, 
was rather welcomed by them, since it brought about the final 
extinction of what was still left of the former capitalists’ wealth 
and power. 

The value of the paper rouble was, indeed, falling very rapidly 
throughout this pericd, under the combined pressure of inflation, 
on the one hand, and of the growing scarcity of goods on the 
market, on the other. Having heavily burdened its Budget with 
unproductive nationalised industries and assumed the enormous 
commitments involved in a thorough-going system of étatisme, 
the Sovict Government, even apart from all theoretical considera- 
tions urging it to destroy the existing currency, was actually unable 
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to check inflation. The latter, had it not been for the recent 
developments in Germany, would certainly have had no parallel 
in the whole history of the world. 

The attempts to implant Communism in Russia having brought 
about a heavy fall in the output of all branches of production and 
all private trade having been prohibited, the demand of the 
market for media of exchange decreased enormously. The 
result was that the decline in the purchasing power of the rouble 
proceeded at a much faster rate than the increase in the amount 
of money in circulation. Accordingly, while the total stock of 
paper roubles in circulation was growing, its real value as expressed 
in its actual purchasing power, was rapidly decreasing. Reduced 
to pre-war roubles by means of index-numbers of prices, it varied 
approximately as follows : ! 








Notes in circulation | Real value of the total 
Date. in millions of paper stock in millions of 
roubles. pre-war roubles. 
January 1,1918. . . . 27,312 Liz 
a Cl) 61,264 266 
se i re 225,016 65 
= 1000. es 1,168,600 44 











These calculations, made by the Institute for the Study of the 
Market, attached to the Commissariat of Finance, though they 
do not pretend at anything like absolute accuracy, are, however, 
sufficient to show the extent to which the economic activities of 
the country were reduced and her currency depreciated. Fresh 
issues of notes under such conditions could no more be used as a 
means of meeting the expenditure of the State. 

The utter failure of the attempt to effect the immediate 
reorganisation of the whole social and economic system of Russia 
on Communistic principles was recognised by the Soviet Govern- 
ment in the beginning of the year 1921, by which time it became 
absolutely clear that the policy has got to be changed so as to 
permit production to be restored and new sources of revenue 
created. 

It is beyond the scope of this article to describe the measures 
which came to be known as the New Economic Policy of the 
Soviet Government, but a brief outline of them should be given in 
order to make some of the aspects of the subject perfectly clear. 


? 


1 Quoted from Prof. S. Prokopovitch, ‘“‘ The New Economic Policy,” in the 


Economitchesky Vestnik, N. 1, 1923. 
LL2 
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The assessments and requisitions of farm produce, which 
proved disastrous to cultivation, were abolished and a fixed food 
tax introduced instead, the peasants being permitted to dispose 
of the available surplus on the market. This necessarily involved 
the authorisation of private trade and thus opened the door to 
private enterprise. Permission to form private trading and 
industrial concerns soon followed, and certain hitherto nationalised 
factories, works and mines were offered for private exploitation 
in the form of leases and concessions. As a result of these 
measures, the Budget, on the one hand, was unburdened of the 
dead weight of some of the nationalised concerns, while, at the 
same time, a reduction in expenditure was achieved by a drastic 
curtailment of the staffs of Government institutions. On the 
other hand, by reintroducing both direct and indirect taxation 
it was hoped to increase the revenue as a result of the revival of 
enterprise. Thus, the New Economic Policy signified an important 
change and involved certain concessions to Capitalism as repre- 
sented by private enterprise. Those concerns which remained 
under the direct control of the State were also thoroughly re- 
organised. The Government, representing the Communist State, 
reserved to itself the absolute control of the key-industries and of 
the most important concerns in many secondary branches of 
production, as well as of the railways and of foreign trade, thus 
assuring for itself the ‘‘ commanding positions ” in the economic 
system of Russia. These branches were also reorganised on what 
was referred to as ‘‘ commercial principles”’ by combining the 
nationalised concerns into State trusts managed by appointed 
boards of directors and handing over their profits to the State. 
State trusts were permitted, while working partly on Govern- 
ment orders, to dispose of the rest of their production on the 
market. 

Thus the whole organisation assumed the outward semblance of 
capitalistic conditions, while, within a limited sphere, it permitted 
genuine private initiative to be exercised. Communistic principles 
however, were adhered to in so far as the control by the Govern- 
ment of the key-industries and, through them, of the whole 
economic situation, was concerned. 

An important feature of the New Economic Policy in its 
financial aspect was the return to the Budget system in State 
finance, which had been in abeyance throughout the period of 
militant Communism. 

All these changes necessitated the restoration of stable currency 
and of credit facilities. Should the currency be permitted to 
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remain in its disorganised condition and should no new credit 
establishments be founded instead of those liquidated in 1918, all 
attempts to restore production and trade, to revive private enter- 
prise, to collect taxes in money, to draw and to carry out Budget 
Estimates and, last but not least, to attract foreign capital to 
tussia, would certainly have been doomed to failure. On having 
engaged itself on this path, the Soviet Government was, accord- 
ingly, faced with the necessity of seriously tackling the difficult 
problem of the reconstruction of the currency and of the credit 
system of Russia. 

Up to the end of 1921, however, the position in this respect 
remained unchanged. Industry and trade were left to thrive as 
best they could on rapidly inflated currency and without any 
credit facilities at their disposal. 

The end of the year 1921 was marked by the first important 
step in the direction of reconstructing both these essential factors 
of economic activities. This step was the foundation, by the 
Decree of October 11th, 1921, of a new State Bank. Article 1 of 
the Statute of the Bank provided that, besides its other functions 
as a credit establishment, it was ‘‘ called upon to concentrate 
under its control all monetary transactions and to carry out other 
measures aimed at the re-establishment of a regular system of 
currency.” At the outset, however, the Bank started only on 
general banking business, while the reform of currency was 
relegated to the future and was actually begun only a year 
later. 

Meanwhile the Government did also practically nothing to 
improve the currency, except that it made a change in the unit 
of account, called for by the extreme depreciation of the rouble. 
The change consisted in the introduction of the so-called “ rouble 
of the 1922 pattern,” equivalent to 10,000 roubles in notes of all 
previous issues. The change was merely a matter of convenience 
in reckoning and printing and involved no modifications in the 
principles on which the actual issue was based. In the course of 
the year the new notes, in their turn, were inflated to such an 
extent that they had to be again replaced by a fresh issue of 
“‘ roubles of the 1923 pattern,” equivalent to 100 roubles in 1922 
notes. Notes of the previous issues also remained in circulation. 

The progress of inflation during the year 1922 and part of 
1923 is shown in the following table :} 

1 Figures for 1922 taken from the official Economitcheskoie Obozrenie, N.. 2, 


Moscow, 1923, p. 77. Those for 1923 from the Hconomitchesky Vestnik, N. 2, 
p. 235, and from returns in the Soviet Press. 
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Nores IN CrrcuLATION, IN Minztions or “ 1923’? Rousiezs: 


January 1, 19?2 ; « « Sb December 1,1922 . . . 1584:2 
February ,, : « «. See January 1, 1923 . . . 1994°5 
March ss - . « 4894 February ms so 6 Bee? 
April 33 - « » igis2 March a » « « 2066 
May es i “ sae April 5 » «» « Meee7 
June 5s . .« « 2136 May ss . « « SCOT6G 
July 5 ~ « « 820% June is eo xe 7,051°5 
August ie . « . 4748 July s ee 9,032°4 
September ., - « » S861 August PA - « 22,4566 
October ee we 913°7 September ,, s ©  Deieso 
November ,, — 1247°8 October a ~ « 89,3410 


This is not surprising, since the Budget deficit for the first half 
of the current financial year reached 57-2 per cent. of the total, 
and that for the second half it is officially estimated at over one- 
half of the expenditure to be incurred. 

The depreciation of the rouble, although its rapidity was 
checked somewhat by the revival of trade and the reappearance 
of some merchandise on the market, was still proceeding by great 
strides, with the result that business had to be done without 
anything resembling a stable unit on which calculations could be 
based. The inconvenience involved in the absence of a stable 
standard of value is well illustrated by the experience of the State 
Bank during the first year of its work. 

As originally constituted, the State Bank possessed a capital 
of 2,000,000 million Soviet roubles, and the whole of its business, 
which mainly consisted of loans and advances to concerns and 
included almost no deposits or other liabilities to the public, was 
done in terms of Soviet currency. Should the Bank deal in 
roubles at their face value, as with ordinary money, it would very 
soon have had to draw its shutters, since both its capital and its 
assets would have been reduced to nothing. To avoid losses it 
had, accordingly, to adapt itself to the continuous depreciation of 
the rouble. Even an extremely high rate of discount and advances, 
which was originally fixed at 8 to 12 per cent. per month, was not 
effective in preventing losses and had to be supplemented by other 
devices. As a result, the Bank developed the practice of trading 
operations and of financial participation in concerns, which 
transactions, strictly speaking, are outside the scope of purely 
banking business.? 

The position of business concerns was also made extremely 
difficult by the absence of a stable monetary unit. In fact they 

1 Q.v. Economitchesky Vesinik, N. 2, p. 234. 

2 Q.v. Prof. A. Manuiloff, “‘ The Capital of the State Bank and the Deprecia- 
tion of the Rouble,” and Prof. Z. Katzenelenbaum, ‘‘ The Problems of the State 


Bank ” in the Problems of Banking Policy, published by the State Bank, Moscow, 
1922. 
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were scarcely able, at the close of the first year of their operations, 
to find out whether they had actually gained or lost. One of 
the most striking examples of such uncertainty mentioned in the 
Press was that of a large Moscow textile combine, the Mossoukno, 
which has tried to draw its Profit and Loss account in three 
different ways without arriving at definite results... The matter 
was finally referred to a committee of expert accountants, but the 
experts’ opinion was also inconclusive. 

Practically the same was the position of the Government with 
regard to the drawing up of its Budget Estimates: there was no 
unit in which to make the necessary calculations. 

Attempts have been made to supply this deficiency by intro- 
ducing a theoreticai unit in which values could be expressed 
irrespective of the fluctuations in the actual currency. The 
principle and the methods used in arriving at this theoretical unit 
were essentially the same as those recently used in Germany in 
reducing prices and wages to “gold” marks. By dividing the 
current prices by the index-number referred to 1913 prices as 
basis, coefficients were obtained for the reduction of present values 
in terms of Soviet roubles to what was called the “ pre-war 
rouble,” “commodity rouble” and many other names, but was 
essentially based on the same principle. The inadequacy of this 
conventional standard is evident, since, being based on index- 
numbers of prices, it cannot be more than a very rough approxi- 
mation and entirely depends on the particular series used in its 
calculation. As averages of samples, index-numbers are generally 
subject to a large margin of error when applied to a particular 
case. They are especially unsatisfactory in this respect in Russia, 
under her present conditions which cause price variations to be 
extremely wide not only in time but in space also, the latter owing 
to the disorganisation of transport and the consequent isolation 
of local markets. Failing a better standard, the theoretical 
rouble has, however, been widely used in calculations, including 
the Budget Estimates. While it was so used, its inadequacy 
tended to emphasise the necessity of finding a different solution 
of the problem of a provisional standard of value, which would 
serve the needs of business pending the complete reconstruction 
of the currency. It was thought that this solution lay in the 
introduction of some real unit, based on the gold standard, 
which, being issued into circulation along with the Soviet rouble 
in accordance with the principles generally governing the issue 
of bank-notes, would find its real value in the market. This was 


1 Q.v. Economitcheskaia Zhizn, November 26, 1922. 
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precisely the consideration which determined the monetary 
policy of the Soviet Government after the foundation of the State 
Bank. 

The idea of the introduction into circulation, along with the 
Soviet rouble, of some sort of bank-notes which, being based on 
the gold standard and effectively secured against depreciation, 
should eventually become the foundation of the new monetary 
system, dates from the establishment of the State Bank in 1921.1 
That some kind of transitional unit was necessary to permit 
Russia to tide over the difficulties of the initial period of her 
reconstruction was evident, since the general conditions of the 
country permitted neither the spontaneous transition of the market 
to metallic money, as was the case with France at the close of 
the Revolution, nor the stabilisation and eventual devaluation of 
the paper rouble. The reform had to be carried out in stages in 
any case, but it could be effected in one of the two following 
ways: either by the issue of special bank-notes into active 
circulation, or by the creation of a “ banking ”’ unit, which would 
be quoted in roubles and would possess a gold par, thus, on the 
one hand, bridging the gap between the paper rouble and foreign 
currencies and, on the other, preparing the basis for the future 
reform. The Soviet Government decided to adopt the first of 
these two courses.” 

The idea of the transitional unit took definite shape and found 
practical application in the issue by the State Bank of tchervonetz 
bank-notes, in virtue of the decree of October 1lth, 1922. 

This decree authorised the issue by the State Bank of bank- 
notes in terms of a new unit—the gold tchervonetz—equivalent to 
the old ten roubles gold coin. The notes were to be covered by a 
reserve consisting to the extent of at least 25 per cent. of precious 
metals (not necessarily gold) and of stable foreign currencies in 
natura, or of drafts in such currencies; the balance of 75 per cent. 
could be covered by approved bills and documentary credits. 
Strict provisions were included to safeguard the bank-note against 
possible attempts on the part of the fisc to make abuse of its issue. 
Provisionally, pending the establishment of more favourable 

1 Q.v. V. Tarnovsky in Problems of Banking Policy. 

2 In view of the dangers involved in the adoption of the first of these two 
courses, the second was suggested and elaborated by the present writer, in an 
article on ‘‘ The Problem of Currency Reconstruction in Russia,’ published in 
the Russian Economist in 1921. The scheme there suggested, however, was 
absolutely incompatible with the State monopoly of foreign trade, to which 
the Soviet Government still adheres as to one of its “ commanding positions,” 


and was entirely based on the proposition of a return to competitive conditions 
in the whole economic system of Russia. 
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conditions, the convertibility of the notes was, however, suspended. 
This was, certainly, unavoidable, seeing that the balance of trade 
was heavily adverse to Russia. Should convertibility be intro- 
duced under such conditions, the Bank would, naturally, have 
been quickly drained of its reserve, and the whole scheme would 
have collapsed. 

The first issue of tchervonetz bank-notes was made in November 
1922, and its further progress is recorded in the returns published 
by the Issue Department of the State Bank on the Ist and 16th 
of each month. Rates at which the tchervonetz is quoted in Soviet 
roubles, as well as its rates of exchange against the principal 
foreign currencies dealt in on the Russian market, are published 


daily in the Press. 
The following is the return of the Issue Department published 


on November Ist, 1923: 


RETURN OF THE IssuE DEPARTMENT OF THE STATE BANK 
on NOVEMBER Ist, 1923. 
Assets : 


1. Metallic reserve : 


(A) Gold coins and bullion 8,693,707°7 tchervonetz 





(B) Silver coins and bullion 72,9971 os 

2. Foreign bank-notes 4,00; ,905°1 fe 

3. Foreign drafts STB eae 460,772°8 oy 

4. Tchervonetz bills discounted 7,796,16 7-3 a 

5. Documentary credits 4,568,450-0 Ee 
Total assets 25,600,000°0 tchervonetz 

Liabilities : 

1. Notes issued to the Banking Department 25,450,000-0 tchervonetz 

2. Unused margin of the fiduciary issue . . 150,000°0 ne 





Total liabilities . . . . «. °. 25,600,000-0 tchervonetz 


It is seen from the examination of this return, that in so far 
as the metallic and quasi-metallic part of the reserve is concerned, 
it amounts to over 50 per cent. of the total liability on the notes 
and is, thus, far in excess of the statutory ratio. Yet, the position 
of the tchervonetz bank-note is now, apparently, causing some 
anxiety in financial and business circles in Russia, the develop- 
ments with regard to it having taken a decidedly unfavourable 
turn. It appears that events are following a course which an 
analysis of the economic situation permitted to predict in advance. 

Being actually superimposed on the Soviet rouble and circulat- 
ing along with the latter, the tchervonetz bank-note was originally 
designed not to replace the existing currency, but only to supplement 
it by fulfilling those functions for which the depreciated rouble 
was obviously unfitted. The Soviet rouble was, accordingly, to 
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remain the principal medium of exchange, while the tchervonetz 
was to become the standard of value and the instrument of 
investment and saving. At the beginning, when the quantity 
of tchervonetz bank-notes issued into circulation was comparatively 
small, things appeared to be shaping themselves in accordance 
with this scheme. Bank-notes were very seldom to be seen in 
active circulation, since practically the whole stock of them was 
hoarded or used only by banks and large business concerns for 
the investment of their available cash and for settlements with 
each other. Of late, however, the position has undergone a 
very important change. What is actually happening is this :— 
It has been shown that up to 75 per cent. of the reserve held 
against the notes may consist of banking cover in the form of 
bills of exchange (the term including promissory notes) and of 
documentary credits. Under normal conditions and provided 
that these assets are genuine short-term paper, they would be 
considered “ liquid” enough to afford adequate security for the 
notes and, should convertibility be suspended, as it actually is, 
to ensure the regular return of the notes to the bank, and thus to 
prevent their depreciation. But all systems of note issue aimed 
at achieving “‘ elasticity ’’ in the supply of media of exchange and, 
therefore, based on liquid commercial paper as their principal 
asset, depend for their stability on the smooth working of the 
entire mechanism of production and exchange, that is, on a 
condition which is notoriously non-existent in Russia at present. 
In Russia, where the combination of the elements of Communism 
and Capitalism necessarily involves much friction and waste in 
the economic system, the principle of “ elasticity ’ is now proving 
to be dangerous for the stability and the prospects of the tcher- 
vonetz bank-note. Since the spring of 1922 the industry and 
trade of Russia, after a short outburst of activity following the 
inauguration of the New Economic Policy, have been affected by 
a chronic depression and are either carrying the bulk of their 
stocks on banking credits or, of late, trying to find outlets for their 
production in Eastern markets. The causes of the depression 
are manifold, but in the main they can be reduced to the extremely 
high figure of costs and to the great fall in the effective demand 
on the part of the market. Excessive taxation, coupled with 
exorbitant overhead charges due to the bureaucratic organisation 
of the key-industries and of all those services on which every 
concern necessarily depends, tend to make manufactured goods 
practically unmarketable. In spite of the very small volume of 
production, the crisis, far from abating, is growing worse, and the 
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Soviet Press is full of articles on this subject. The State Bank, 
on which devolves the duty of providing credit facilities to 
industry and trade, either direct or through the medium of other 
banks, was naturally called upon to help them out of their diffi- 
culties and, as a result, had to discount bills and grant advances 
which proved excessive in view of the lasting character of the 
depression. Meanwhile, bills having to be renewed on maturity 
and documentary credits being indefinitely tied up in unmarketable 
commodities, it is not unnatural that notes, on being issued into 
circulation, fail to return to the Bank, while industry and trade 
are urgently pressing for fresh advances.1 The position of the 
State Bank in this respect is the more difficult, since 70 per cent. 
of its advances are made to industrial concerns and only 9 per 
cent. to trade, which latter generally provides all banks of issue 
with their best, that is, most liquid, assets.2_ As a result of this 
expansion of credit, the active circulation of tchervonetz bank- 
notes increased from 295,500 tcherv. on January Ist to 21,403,000 
on October Ist, 1923.5 In August last the real value of the total 
stoek of tchervonetz bank-notes in circulation exceeded that of 
the Soviet roubles by over 20 per cent.; now it is more than 
twice as large as the latter.* 

The consequences of this change it is easy to imagine. 
Although the tehervonetz is not yet the only currency of Russia 
and has not yet penetrated into the more remote parts of the 
country, according to the Soviet Press it is making rapid progress 
in this direction and is, consequently, well on the way of driving 
rouble notes out of circulation. There are already too many 
tchervonetz notes in the hands of the public for them to remain 
only a standard of value and an instrument of investment, and 
not to become a common medium of exchange as well. That this 
is really so is proved by the fact that during the period from 
January to September last the purchasing power of the tchervonetz 
on the home market fell 41 per cent.,° though its rates of exchange 
as against foreign currencies have been maintained. The support 
of the rates of exchange, however, is still a comparatively easy 
task, seeing that the transactions are very limited in amount and 

1 Q.v. Economitcheskaia Zhizn, N. 208, 1923, article by M. Vladimiroff, 
Deputy Commissar of Finance, on “‘ The Bank-note and the Rise in Prices.” 

2 Ibid., N. 1, October 2, 1923, article on ‘‘ Credit during the Last Year’ 
(October 1922-September 1923), by S. Kiseleff. 

3 Q.v. A. Desen on “Credit Establishments in 1922-1923,” Hconom. Zhizn, 
N. 14, October 1923. 

4 Q.v. Economitcheskaia Zhizn, 1923, N. 221, article by A. Desen on the 
** Prospects of the Credit Policy.” 

6 Ibid., 1923, N. 208. 
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are entirely confined to Russian centres. This tendency on the 
part of the tchervonetz bank-notes to stick in circulation and thus 
to threaten the rouble with eventual demonetisation is ominous, 
since the loss by the latter of its present position as the principal 
medium of exchange would inevitably bring about the ultimate 
collapse of the new unit and the consequent failure of the entire 
scheme of currency reconstruction, of which the tchervonetz is the 
corner-stone. The reason is that, at present, the stability of the 
tchervonetz depends on the parallel existence of the Soviet rouble, 
on which devolves the unpleasant work of clearing Budget deficits. 
Should the rouble be driven out of circulation and replaced by the 
tchervonetz note, which, at present, is by far the better medium of 
the two, this work would have to be done by the latter and 
would unavoidably result in inflation and depreciation. 

The real nature of the problem, to judge by the Press, appears 
to be clearly realised in responsible circles in Russia. The State 
Bank, in view of improving the situation or, rather, of saving the 
tchervonetz, is already reducing its advances to trade.1 Being 
faced with the alternative of either permitting its bank-notes to 
depreciate or striking a heavy blow on the industry by a refusal 
to continue financing its production for stock, the State Bank 
chose the latter course. Generally speaking, the same course 
would, probably, have been taken by any bank of issue, but in 
this particular case its expediency is a matter of serious doubt. 
Had it been possible, by means of forcible deflation, even at the 
price of heavy immediate sacrifices, to save the tchervonetz from 
depreciation and to use it in future as the basis of a sound currency 
system, this policy would certainly have been perfectly justified. 
Under the existing conditions, however, it would appear that the 
only result of these sacrifices, at the very best, would be a short 
respite for the tchervonetz, since its fate is determined by deeper 
causes, inherent to the present economic régime of Russia, which 
no measures within the compass of purely banking policy are able 
to alter. Until these causes are removed no monetary unit, 
however sound in itself, can escape depreciation in the long run. 

The crisis which now threatens to wreck the attempt at the 
reconstruction of the currency system of Russia is immediately 
due to the condition of the Budget. Deficits in the latter, in spite 
of all efforts on the part of the Government to reduce them, are 
assuming the aspect of a permanent institution and have got to 
be met by inflation. In the first Budget, that is, in that for 
January-September 1922, the deficit exceeded 50 per cent. For 

1 Q.v. Economitcheskaia Zhizn, 1923, N. 221, A. Desen on “ Credit Policy.” 
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the financial year 1922-1923 the revenue, according to the Budget 
Estimates, was expected to amount to 538-6 million gold roubles 
against an expenditure of 1,240-3 millions. For the first six months 
of the year the deficit actually reached 57-2 per cent.1 Hence the 
growing inflation, to which reference has been made above. 

The Soviet Government is now attempting to reduce inflation 
by means of borrowing, which it practises on a comparatively 
large scale and in various forms. Quite recently it introduced the 
principle of compulsory borrowing, in order to increase the sub- 
scription to a lottery loan it is now floating. Compulsion is being 
applied to the ‘‘ owning ”’ classes of the population. In the case of 
Government contractors, for instance, it takes the form of payment 
of 15 per cent. of the sums due to them in bonds of the loan. 

The expediency of borrowing, as a means of reducing inflation, 
under the conditions now prevailing in Russia, is, however, a 
matter of serious doubt. Industry and trade being extremely 
short of working capital, as is seen from numerous articles 
in the Press containing complaints on this score, borrowing is 
more likely—especially if it is made compulsory, as is actually 
the case—to aggravate than to reduce inflation. ‘The 15 per cent. 
the Government is now withholding from the contractor, for 
instance, in the form of a loan, it will have to pay to him, all the 
same, a few days hence through a bank with which the bonds will 
be lodged as security for an advance. Infiation will continue, 
though hidden under the delusive cloak of ‘“‘ real demand for 
currency on the part of the market.” Besides, borrowing is 
essentially a palliative, which is very eflective in coping with 
temporary financial difficulties. It is no remedy against serious 
disorders in the economic and financial system and is more likely 
to aggravate than to improve them. 

It is evidently no use to combat the symptoms, instead of 
tackling seriously the actual source of the trouble, which it is not 
difficult to find. A study of the Budgets of the Soviet Govern- 
ment cannot fail to disclose the principal cause to which deficits 
are due. This cause is to be found in the nationalised industries, 
which are a standing charge on the Budget. In the course of the 
last financial year, October 1922-September 1923, they cost the 
State in direct subsidies alone about 140 to 150 million gold 
roubles,? or about 12 per cent. of its total expenditure, apart from 
loans and advances from the State Bank, of which a considerable 


1 Q.v. Economitchesky Vesinik, N. 2, pp. 234-235. 
2 Q.v. “ Nationalised Industries in 1922-1923,” Economitcheskaia Zhizn, 
N. 1, October 1, 1923. 
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proportion, as a rule, is written off as bad debt. Besides, 
nationalised transport cost about 100 million gold roubles } and, 
in addition, has recently been given powers to borrow on so-called 
“transport certificates ” to the extent of 5 million gold roubles, 
in order to meet its deficiency in working capital.2 Fresh alloca- 
tions of subsidies are already being made for the first quarter of 
the current financial year 1923-1924, again involving very large 
amounts.? Thus it is seen that the nationalised branches of 
production and transport, although being apparently managed 
on ‘‘commercial principles,” are a direct burden on the Budget 
to the extent of about 240 to 250 million gold roubles a year or of, 
approximately, 20 per cent. of the total. Accordingly, to deal 
radically with the deficits, which do not and will not permit the 
reconstruction of the currency on a sound basis, it is essential, in 
the first instance, to unburden the Budget of the nationalised 
industries by handing them over to private enterprise, and thus 
to make the unavoidable second step in the direction in which 
the first was made in 1921. Besides removing this direct burden, 
the reform would, certainly, facilitate the attraction of the 
necessary capital to these industries and would generally improve 
economic activities by a return to competitive conditions along 
the whole line. 

After all, the country has got to be restored and, whatever its 
shortcomings, private enterprise has proved in the past to be 
the best master-builder of prosperity and progress the world 
knows. Sooner or later the last remains of the bankrupt system 
of Communism, now still surviving in Russia, will have to be 
buried, and the sooner this is realised and done the better for all 
those concerned. Not until this necessary reform is accomplished 
will it be possible to think of a real reconstruction of currency. 
That sound currency is badly needed in Russia even now, under 
the existing economic régime, no one would dispute. But so is a 
good roof on a building, and yet no one would build a sound roof 
without first having taken care to make the walls sufficiently 
strong to support it. This, in a nutshell, is the position with the 
currency reform of the Soviet Government : however sound the 
principles on which the attempts are based and however essential 
their success, they are bound to be frustrated so long as the 
present anomalous and wasteful economic system is maintained. 


1 Q.v. P. Bourischkine, Economitchesky Vestnik, N. 2, p. 152. 
2 Q.v. ‘‘ Transport Certificates,” Izvestia, 1923, N. 219. 
> Q.v. Economitcheskaia Zhizn, N. 4, October 5, 1923. 
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THE FAMILY WAGE CONTROVERSY IN GERMANY 


In Germany, the names ‘“-Familienstandslohn,” “ Familien- 
lohn,” and “ Soziallohn ” are given to that form of wage which 
makes individual earnings vary not merely with the market 
value of the work done, but also with the number of persons 
dependent on the individual wage-earner. The organisation of 
an open market ensures that in the long run only one and the 
same price shall be paid for different units of the same commodity. 
This applies also to the labour market. If the individual married 
worker were to demand a higher wage than his equally competent 
unmarried colleague, employers would prefer the latter to the 
former, and fathers of families would consequently find it difficult 
to obtain work. Thus the family wage at the very outset con- 
tradicts a fundamental principle of our economic order; and 
while it thereby acquires a special theoretical interest, it is at 
once obvious that there can be only two possible conditions for 
its realisation. Either it must be applied outside the ordinary 
competitive market, or clse it must carry with it some special 
collective treatment of the market. As a matter of fact there 
were in pre-war Germany many cases of the grading of wages 
according to the size of the family; these, however, were all 
examples of the first-mentioned condition. Employees of the 
German States and local authorities and workers in monopolistic 
undertakings (such as the Zeiss optical works) were remunerated 
on this principle and are still so remunerated. In such cases no 
problem arises. Nor did any serious problem arise during the 
war, when not merely public but also private employers graded 
their bonuses in relation to the size of the family. Owing to the 
practical shortage of goods and labour, and also owing to legal 
war restrictions, the principle of the open market was super- 
seded. And the higher costs of the business which expended a 
large sum in family bonuses were thrown wholly upon the State, 
since each firm was allowed its actual costs plus 10 per cent. 
profit. Only when State control was removed did the question 
of whether and how a family wage was reconcilable with the 
principle of the open market arise in full force. Only then did 
the necessity for the collective treatment of the market become 
apparent. 
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The nature of this treatment is well known to English readers. 
It was first conceived in New South Wales and has been widely 
adopted in France. It rests, of course, on the principle of 
insurance. All employers are required to contribute to a central 
pool a definite sum per head of their employees. And out of 
this pool those employees who have families to support receive 
bonuses, no matter in what particular firm they may work, no 
matter whether a given firm employs relatively few or relatively 
many employees with families. By this device the employer 
loses all interest in the family statistics of his workers. The 
statistics of the whole area covered by the pool are alone of 
importance to him. 

The pool system was not adopted in Germany in direct 
imitation of the Australian model. It was borrowed from Austria, 
where as early as 1908 a very successful pool was formed by the 
pharmaceutical chemists for their married employees. The first 
German pool was instituted in 1920 by the Union of Berlin Metal 
Industries, one of the greatest and most powerful industrial 
groups in the country. They were followed by the chemical 
industry of Cologne, the employers’ federation of the fine pottery 
industry, the employers’ federation in the Berg industrial district, 
the Miinster textile industry, and many other groups. In its 
detailed application the device of the pool has taken different 
forms. In the Berlin metal industries each participating firm 
has first to reckon how many wives and children are dependent 
on the average employee. Thus a general average for all firms 
is arrived at. Such calculations give the employers very little 
trouble, as in any case they are required by the taxation authorities 
to keep detailed statistics concerning the families of their em- 
ployees, since the wage-earners’ income tax is deducted at the 
source by the employer, and rebates are allowed for fathers of 
families. The positive and negative difference between the 
family average of the single firm and the average for the whole 
group (A) is multiplied for each firm by the number of its em- 
ployees (E) and by the amount of the bonus (B). This gives 
the amount (#) which each firm receives from or contributes to 
the pool, x=AxBxXE. If A is positive the firm receives 
x from the pool, if it is negative the firm contributes x to the pool. 
The procedure is similar in the Cologne chemical industry. Certain 
figures published by the Berlin metal industries illustrate the 
advantage of the pool system. Employees are frequently inter- 
changed between the various firms, and thus the family averages 
of different firms at the same time, and of the same firm at different 
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times, vary considerably. In this double relation the averages 
of individual firms vary between : 


0-0850 and 1-542 children per male employee, 
0-0000 and 0-500 children per female employee, 
0-2690 and 1-000 wife per employee. 


Such variations would render separate family bonus schemes 
for individual firms unworkable. These variations, however, 
vanish almost completely when the firms are treated collectively. 
Then, the total average of different payment periods varies 
between : 


0-6454 and 0-6766 children per male employee, 
0-2083 and 0-2378 children per female employee, 
0-6730 and 0-6988 wife per employee. 


The total sum paid in family bonuses over the area covered 
by the pool is thus pretty constant. A questionnaire sent by the 
Association of German Employers’ Federations to their members 
showed very favourable results; and on the whole there is justi- 
fication for the statement that the new system of wage payment 
is making headway. 

Hitherto these applications of the family wage have been 
wholly dependent on the initiative of local groups of employers 
and employed. This lack of system renders it not surprising 
that the actual amount of the bonus varies widely in different 
instances. In some cases a fixed household bonus is paid to 
married men irrespective of the size of the family; in others 
separate bonuses are paid for the wife and children, and these 
may be uniform in amount or graded for the first, second and 
third child, etc.; in some cases unmarried men are treated as 
fathers of families if they have impotent parents or illegitimate 
children dependent upon them; meanwhile the bonus may be 
graded according to the age of the child, and the upper age limit 
for the child’s bonus may vary. On one point, however, there 
is general agreement: the subsidising of the father of a family 
must not be carried to such lengths as to compensate him com- 
pletely for the extra expenses incurred, or offer him an induce- 
ment to parenthood—a purpose which is prominent in France 
for political reasons. 

In order to estimate the importance of the family wage to 
German economic life, and to interpret the attitude of. different 
interests with regard to it, one must take as starting-point the 
present economic position of Germany, and realise that every- 
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body’s standard of life is miserably depressed. It was assumed 
before the war that the unitary wage, adjusted to output, was 
roughly sufficient for a family of four persons. Thus the younger 
workers who were responsible for less than three dependents 
were in a relatively favourable position. The frequently repeated 
assertion that, at present, wages are barely sufficient for the 
needs of a single individual, is cleariy incorrect; since the non- 
wage-earning dependents of the workers do somehow manage 
to live. Moreover, younger workmen who are in an independent 
position manage to lead a fairly luxurious life on their wages, 
and enjoy tobacco, alcohol, cinemas, and expensive sweethearts. 
Nevertheless it is incontestable that this same wage, though it 
apparently exceeds the needs of a single individual, is not sufficient 
for a family. The problem is intensified by the fact that an 
unskilled worker’s wage now approaches very closely to that of 
an older skilled man. Moreover, in contrast with earlier times 
the younger worker does not for the most part save the excess 
of his wages, since in the present chaotic condition of Germany 
the conditions for thrift are absent. 

Under these circumstances, therefore, the employers are 
undoubtedly interested in the introduction of the family wage— 
so long as it does not involve an increase in the costs of production. 
For the energies of the older workers have been perceptibly 
undermined by anxiety, and by the necessity for material sacri- 
fices for the family’s needs. The older worker, steady, and 
conscious of his responsibility to his firm, is for the most part 
a more desirable employee than the irresponsible young man 
who changes his employment easily and willingly. If this is 
true in normal times, it is still truer to-day, when the youthful 
elements often introduce revolutionary and syndicalist elements 
into the factory, and a nucleus of older workers forms the best 
breakwater against such perils. Opponents of the family wage 
are not lacking, however, among the employers, though so far 
their arguments have carried little conviction. An increase in 
the army of unproductive workers, which some of them foretold 
as a result of the system, is, as a matter of fact, no real danger 
so long as the family wage represents merely a lessening of the 
burden of parenthood, and not a positive reward for the production 
of children. Moreover, it is common knowledge that an increase 
in the number of children does not by any means necessarily 
coincide with an improved standard of life. The further argu- 
ment that the bonuses will have the same effect as inflation on the 
ground that they represent an increase of income corresponding 
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to no increase of production, shows inadequate knowledge 
of economics. Inflation could only arise if the total wage bill 
were increased by the amount of the bonuses. So long as it is 
merely redistributed as between fathers of families and bachelors, 
there is no reason for a rise in the general level of prices. Only 
within this price level, which as a whole remains unaltered, will 
small shiftings probably occur. The demand for popular luxuries 
will fall; the demand for necessary food and clothing will rise. 
If the shifting of prices in these two markets should eventually 
involve a contraction of production in the former and an increase 
in the latter, such a result is obviously desirable even from a 
purely economic point of view. The consumption of solid food 
and clothing is clearly more beneficial to future production than 
the consumption of alcohol and the latest fashions. Only in 
one respect can a reasonable ground for anxiety be found. So 
long as the introduction of the pool system is confined to particular 
branches of industry or particular localities, there is the danger 
of an influx of married men to those industries or localities, and 
an efflux of bachelors. In practice this does not seem to have 
occurred yet. It is, however, inevitable in the long run, and it 
can only be avoided by the legal establishment of a water-tight 
system for all industries throughout the country. Such a universal 
system would at the same time obviate, or at least reduce, another 
difficulty : that of accurately defining the limits of those branches 
of industry for which pools are to be established. A business 
which happened to employ a large proportion of unmarried men 
would resist inclusion in such a group; but the universal appli- 
cation of the system would remove all incentive to such resistance. 

In labour circles there is widespread opposition to the family 
wage. While the leaders of the majority of the Christian Unions 
(which are closely connected with the Centre Party) declare 
themselves in favour of the plan, the leaders of the General 
Federation of German Trade Unions, 7.e. the socialist unions, 
which include the vast majority of the workers, have expressed 
themselves as opposed to it. At first sight this opposition is 
unintelligible ; and to a large extent it remains so even on further 
inspection. The fear that the reduction of the bachelor’s wage 
might involve a general reduction of wages can be understood. 
The bonuses might be treated as “high price bonuses” or war 
bonuses, and by this method attempts might be made gradually 
to accustom the worker to the idea that the bonuses must 
eventually disappear altogether. Efforts of this kind have, in 


fact, been made by employers; and it is not surprising that the 
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workers regard such manceuvres with the profoundest suspicion. 
But this particular objection is not sufficient to justify or even 
to explain the obstinately negative attitude of the workers. For 
in so far as these suspicions are justified, they are justified merely 
by the misuse of a thing which is good in itself; and it is wrong 
to “throw away the baby with the bath-water.” Should a 
reduction of wages come about, the family wage will not be the 
cause, even if it may be the prelude to the reduction. Moreover, 
the counter-proposals which aim at attaining the same end as 
the family wage by different methods are thoroughly unsatis- 
factory. As an alternative to the family wage, comprehensive 
abatements of taxation for fathers of families are proposed. 
Clearly the only tax which comes into question in this connection 
is the income tax. But here we already find important abate- 
ments; and since the bachelor whose income exceeds the taxable 
minimum has to pay only 10 per cent. in tax, the father of a 
family with the same income would gain in such new relief some- 
thing less than 10 per cent.—clearly not enough. Moreover, 
the Exchequer would have to make up in some other way for 
the sum lost. For this purpose it has as available resources 
either taxes on capital, already stretched to their uttermost 
capacity, or indirect taxes which hit fathers of families particularly 
hard (taxes on luxuries are notoriously unproductive). 

The most important reason for the opposition of the majority 
of the trade unions, though one which rarely finds expression, 
is their solicitude for the younger worker. It must be frankly 
admitted that the introduction of the family wage means real 
hardship for him in one respect. The higher wage formerly 
enjoyed by the bachelor enabled him to make arrangements for 
establishing a home, which cannot be effected after marriage 
out of current bonuses. Happily it is not difficult to find a remedy 
for this hardship. It is not incompatible with the idea of the 
family wage, nor is it technically impossible, to include such 
provision within the framework of the pool system itself, in the 
form of insurance. Thus it would be possible to pay out a single 
appreciable bonus before marriage, which owing to its relatively 
slight frequency would involve only a minute deduction from the 
basic wage. 

Apart from this, the solicitude of the trade unions for the 
younger men arises from political considerations. After the 
Revolution, the workers, and particularly the younger workers, 
flocked into the unions. These new workers were all the more 
jealous of their influence inside the unions because they them- 
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selves had not, up to that time, been educated in the most 
elementary principles of trade union solidarity. Meanwhile the 
unfortunate separation of the workers into several groups of 
unions, mutually opposed in their ethical and political views, 
leads to perpetual competition for recruits, and thus induces 
the unions to offer their converts the most advantageous terms 
possible. All the more warmly, therefore, must one acknowledge 
the stand which many individual unions, and especially the 
General Federation of Christian Unions, have made on behalf 
of the family wage. It is very significant that as a general rule 
the socialist unions are backward in this respect. Their principle 
of ‘‘ equal pay for equal work ” has a definitely socialist character 
only when it is applied to those who receive incomes without 
working. When it is applied inside the world of labour it appears 
as pure orthodox liberalism. It acknowledges as just the 
results of the existing competitive system on a unitary wage 
basis without reference to human needs. In true liberal style 
the socialists accept the pursuit of economic gain as a motive 
of all conduct; only recognising solidarity in theory, where it 
is profitable. Fortunately men are often better than their 
theories. Nevertheless one can understand what purchase such 
a theoretical standpoint gives to the younger men’s dislike of 
the family wage. Meanwhile even a policy of self-interest, if 
only it were more far-sighted, would pave the way for a change 
of outlook. The present opponents of the family wage would 
experience the benefits of the system when they came later to 
found families. There are, however, possible objections to this 
statement. We hope that in the future real wages will again 
touch a higher level, and that the hardships of families will be 
thereby diminished. On the other hand, it would be less difficult 
under such conditions for the bachelor to make his sacrifice. 
Nor is it certain, though it is likely, that the young men of the 
future will tolerate the family wage even if the young men of the 
present accept it. It is, therefore, unlikely that anything will 
be achieved in the socialist unions without an appeal to solidarity 
for its own sake. In the case of the Christian unions, we may 
thank their incomparably superior education for the powerful 
tradition which demands solidarity for its own sake—for religion’s 
sake. In proportion as the socialist unions grasp the true spirit 
of socialism we may hope that they also will recognise the necessity 
for the family wage and declare themselves in its favour. 
Dr. EpuarD HEIMANN 
University of Freiburg. 











THE TRADING ACCOUNTS OF A LONDON MERCHANT 
IN 1794 


OnE of the oldest firms in Lancashire is that of Peter Stubs, 
Limited, of Warrington, manufacturers of files, steel tools, and 
wire. The firm was founded in 1780, its beginning being attributed 
to the discovery, by Peter Stubs, of a process of hardening files 
which produced better results than any other known at the time. 
On his death the control of the concern passed to his sons, and 
from them to other members of the family. In 1890 it was 
turned into a private limited company, of which Mr. Francis 
Aylmer Frost, great-grandson of the founder, is the present 
chairman. Fortunately, in a loft in a portion of the works, a 
large mass of early business records has been preserved, and the 
interest of Mr. Frost in the history of the firm with which his 
family has been associated for nearly a century and a half is 
shown by his having made these records accessible for the purpose 
of research. 

During an examination of the records two books have been 
discovered, a ‘“‘ waste’ book 1 and a ledger, which give a com- 
plete account of the business transactions of John Stubs of 
Newton, from Ist March to 3lst December, 1794, and it is from 
these books that the information contained in this article has 
been obtained. At the moment it is impossible to say what was 
the exact relationship between Peter and John Stubs, but the 
fact that a portion of the business records of the latter have 
been preserved with those of the former suggests that it was very 
close. Moreover, seeing that the main branch of the family had 
resided in Warrington and its vicinity, certainly since the six- 
teenth century, it is safe to assume that the Newton with which 
the books of John Stubs are headed is the place now known as 
Newton-le-Willows, situated between Wigan and Warrington, 
about five miles from the latter town. Formerly Newton had 
been a small market town, but, in 1794, although it still retained 
the privilege of sending two members to Parliament whose 
election rested with the occupiers of about thirty-six tenements, 


1 A ‘‘ waste’? book is one which contains a record of transactions in the 
order in which they occur, 
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it was then but an unimportant village consisting of one 
street. 

A glance at the character and extent of the transactions of 
John Stubs at once suggests that Newton was hardly the type 
of place in which his business headquarters would be situated. 
Probably his relation to Newton was that he had a residence 
there, as it is clear that his business headquarters were in London.! 
His business was that of a merchant who bought and sold various 
kinds of commodities, forwarded and received goods on consign- 
ment to be sold on commission, and engaged in insurance trans- 
actions as an underwriter. On occasion he was not averse from 
dealing in ships: his most profitable venture during ten months 
of 1794 was as part-owner of a privateer engaged in operations 
against the French. 

When his books open on Ist March his assets amounted to 
£10,925 and his liabilities to £412. The assets were made up 
of £8100 in cash, 5 pipes of Canary wine, 10 hogsheads of French 
wine, 25 hogsheads of Lisbon wine, and 44 bags of hops valued 
at £125, £300, £175 and £185 respectively. In addition he had 
in stock 56 pieces of Norwich crape, 90 pieces of sagathee, 20 
pieces of duroy, 90 pieces of serge, and 20 pieces of drugget of 
the respective values of £157, £135, £90, £63, and £47.2 The 
remainder consisted of debts, owing by eleven individuals, the 
larger proportion for goods supplied, though the largest single 
debt of £500 was for money lent on bond on which interest at 
the rate of five per cent. was paid. The liabilities included only 
two accounts. Evidently many of those with whom Mr. Stubs 
had transactions were ‘“‘ respectable’ men, in the eighteenth- 
century sense of the word, as in several cases they have “‘ Esq.”’ 
attached to their names, and in one case the title of ‘‘ Sir.” 

The above paragraphs give a fairly clear indication of the 
character of the business conducted by John Stubs. In a word 
he was a typical eighteenth-century London merchant who 
bought English cloth and produce and disposed of them at home 
and abroad, and his transactions during 1794 show that he 
performed similar functions as regards foreign cloth and produce. 
Between 4th March and 20th August much of Mr. Stubs’ activity 


1 Apart from the general evidence of his transactions, this fact is established 
by such entries as the following: ‘‘ Upon examining the list at Lloyd’s Coffee 
House I found that the good ship Falcon was lost on the rocks of Scilly.” “* This 
day I was informed at Lloyd’s that the John and Hannah was unfortunately lost 
on the Downs in a gale of wind.” 

2 All these goods will be recognised as products of the eastern and western 
cloth districts. Throughout the article values are given to the nearest £1. 
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was absorbed by his privateering venture; but, leaving this 
aside for the moment, a brief account may be given of the more 
important of the other transactions in which he engaged. 

At the outset it may be noticed that the majority of purchases 
and sales recorded were made with present money, or on short- 
credit terms, though in a few instances credit for as long as six 
months was allowed. The method adopted in credit transac- 
tions was that of giving promissory notes, or of accepting bills, 
and not infrequently Mr. Stubs utilised his ready money in 
meeting demands before the due date, thus securing abatements. 
It was with present money that in April he bought 3252 lbs. of 
pepper and consigned it on the good ship Mary to Jacob Van 
Hoove of Amsterdam, to be sold on a one per cent. commission. 
With shipping charges the value of the pepper amounted to 
£140, but events proved unfavourable to the venture. Within 
a few days a message was received that the ship had been lost 
on the coast of Holland and that no part of the cargo had been 
saved. However, as the pepper was covered by insurance, the 
loss amounted to little more than £18, and this deficiency was 
more than offset by a consignment, to the same man, of 100 
quarters of wheat worth £99, purchased and shipped by an agent 
at Harwich, again on a one per cent. commission, for which a 
gross return of £161 was received. 

Most of the consignment transactions recorded originated on 
this side, but not all of them. Shortly after those just men- 
tioned a consignment of 1000 reams of fine paper, 120 pieces of 
Holland cloth, and 100 pieces of long lawn was received from 
Abraham Van Schooten, merchant at Roan (? Rouen or Roanne), 
on the sale of which a commission of two per cent. was allowed. 
Almost immediately these goods were sold, and as the returns 
had to be made in Norwich crape, duroy, and broadcloth, on the 
purchase of which there was another two per cent. commission, 
the transaction proved a satisfactory one, especially as Mr. Stubs 
was enabled to dispose of some of the duroy he had in stock. 

The above transaction was carried through in June and, in 
the following month, we find Mr. Stubs entering into an arrange- 
ment with a temporary partner whereby they agreed to consign 
to Jacques Jollife, a merchant at Copenhagen, 100 silver watches 
valued at £300, a bale of scarlet cloth valued at £400, and 36 
hogsheads of tobacco valued at £734, which with shipping charges 
made up a total of £1464. On the arrival of the consignment at 


1 The wheat was sold 6th May, but the bill of exchange in payment was not 
received until 10th November. 
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Copenhagen a demand was made on the commissioners of customs 
in this country for a drawback on the tobacco of £436, which 
was received within a few days. Almost before the drawback 
was paid the Copenhagen merchant informed the consignors that 
he had had the good fortune to dispose of the goods at prices 
which yielded a gross return of £2510 after his commission and 
other charges had been met, and this amount was quickly in- 
creased by another £10 through the disposal of the bill drawn 
upon the merchant to Johannes Scheelhase, who required a credit 
in Copenhagen. 

In the meantime Mr. Stubs had entered upon another profitable 
transaction, in conjunction with another temporary partner, but 
in this case it was entirely carried through in this country. This 
transaction consisted of the purchase, from John Marsh of Man- 
chester, of 5628 lbs. of superfine thread at 14s. 103d. per lb. 
making a total of £4185 16s. 6d. The purchase was effected on 
the terms of three bills, the first for £2185 16s. 6d., payable in 
two months, the second and the third, each for £1000, payable 
one in four months, and the other in six months. The date of 
the transaction was 17th July, and on 28th July 1000 lbs. of 
the thread were disposed of on similar credit terms to those on 
which it had been bought. On 38rd August another 1000 lbs. 
were sold, but in this case for present money. The next sale of 
1000 lbs. was effected 24th September on the terms of £500 
present money and the remainder in six months. This sale was 
followed by two more sales, each of 1000 lbs., on 28th and 29th 
December, the first for present money and the second on six 
months’ credit. In all these sales a price of 18s. per lb. was 
obtained, but the remaining 628 lbs., disposed of 30th December, 
were sold at 17s. per lb., the money to be paid in twenty days. 
Allowing for the charge of bringing the thread into Mr. Stubs’ 
warehouse, his ledger shows that, on this transaction, the partners 
jointly made a profit of £930. 

The next important transaction is dated 9th September, when 
advice was received from Timothy Sutton of Barbadoes that he 
had shipped 45 chests of sugar, the value of which with shipping 
charges amounted to £167. On the arrival of the sugar in this 
country, customs, cartage, and other charges increased this sum 
to £219. In this transaction Mr. Stubs was again associated 
with two partners who, in addition to his share of profit, had 
agreed to allow him two per cent. for warehousing and for selling 
the sugar. Evidently they had little reason for complaint with the 
result, for, within a week of its arrival, the sugar was sold at a 
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price which yielded a profit of £220 to each of the three partners. 
Perhaps it was the success of this venture which induced Mr, 
Stubs, in the following month, to consign to Timothy Sutton at 
Barbadoes, 30 bags of hops, 20 pieces of serge, and 20 pieces of 
sagathee, of the total value of £202, to be sold on commission, 
but the result of this transaction belongs to a date later than 
3lst December, 1794. 

The only other foreign transaction given in the records took 
place in December, when Mr. Stubs imported from Cadiz 100 
chests of oranges and 50 chests of lemons, valued at £34, for 
which amount he accepted a bill which, by arrangement, he 
retained in part settlement of an account owing by one of his 
customers. During 1794, of course, many transactions were 
effected at home which are not mentioned in this article. One 
which may be noticed was the purchase from Nathaniel Keeble 
of Hull of 150 pieces of Yorkshire cloth of the value, including 
carriage, of £1152. At the same time, from the same man, 
Mr. Stubs also received 50 pieces to be sold on a two per cent. 
commission. Again, during the year, he acted as underwriter 
on three occasions with somewhat unfortunate results. On 
28th May he accepted responsibility to the extent of £200 on 
the Golden Fleece bound for Jamaica, which voyage was success- 
fully performed. On 14th August he discovered that the Falcon 
bound from London to Smyrna, containing an amount of scarlet 
cloth for which he was responsible, again to the extent of £200, 
on an eight per cent. premium, had been wrecked on the rocks of 
Scilly; and on 3rd December he received similar news of the 
John and Hannah bound for Spain, which voyage he had under- 
written to the extent of £300 on a six per cent. premium. On 
these transactions he incurred a loss of £458. 

Any regret that Mr. Stubs may have felt concerning the result 
of his insurance transactions must certainly have been mitigated 
when he reflected upon the result of his privateering venture 
mentioned above. His records inform us that on 3rd March, 
1794, he bought, at Garraway’s Coffee House, the good ship 
James, burthen 300 tons or thereabouts, for £1500, and that he 
had ‘‘ ordered her to be repaired and fitted out with all speed 
for a privateer against the French.” On 8th March we are 
further informed that he had sold one-sixteenth part of the ship 
to Captain John Smith for £125, and that he had agreed to Captain 
Smith’s going out as master of the ship. Between 3rd March 
and 7th May an expenditure of £1133 was incurred, the three 
largest sums being one of £700 “‘ for several guns, small arms, 
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powder, shot, and other stores,”’ one of £109 for a butcher’s bill, 
and one of £87 for a baker’s bill, while anchorsmiths, joiners, 
painters, ropemakers, etc. received the remainder. Also, during 
this time, Mr. Stubs sold seven-sixteenths more of the ship to 
seven individuals, each paying £125 for his share, with the addi- 
tion of his proportionate amount of the above expenditure. 

Early in May, therefore,.the ship was ready for its duties, 
and on 20th May the following record of its activities appears : 
“The ship James having been out upon a cruise has taken a 
French merchant-ship, richly laden, homeward bound, which 
was ransomed for £40,000, half of which, namely, £20,000, belongs 
to the master and men, and the other half to the owners, my half 
of which I have received and deposited in the Bank of England 
and comes to £10,000.” Two days later Mr. Stubs purchased 
£10,000 bank annuity at a cost of £9412, and “ the rest of the 
money I have taken home.” 

In the above extract two interesting points call for notice, 
the first of which relates to the arrangements between the owners 
and the crew. In privateering ventures these arrangements 
were regulated by articles entered into between the two parties, 
but usually they assumed one of two forms. The crew might be 
engaged at definite rates of remuneration, in which case the 
prizes taken belonged entirely to the owners, except that usually 
a small share was allotted to the crew as an additional incentive. 
On the other hand, the crew were sometimes engaged on the terms 
of no prizes no pay, in which case the prizes were divided equally 
between the crew and the owners. Evidently in the venture 
with which we are concerned the latter arrangement obtained. 
The second point relates to the status of privateers and the 
regulation of their activities. Before commencing operations 
British privateers were required to obtain leliers of marque and 
reprisal from the Government, without which they were liable to 
be regarded as pirates. When such letters had been granted 
they were subject to regulations for compliance with which 
security had to be given. One of these regulations was that 
when prizes were taken they were not to be regarded as at the 
disposal of the captors until the question had been so decided in 
the Court of Admiralty, while another prohibited the system of 
ransom, except in cases of extreme necessity, which again had 
to be allowed by the Court.1 Presumably these requirements 
and regulations were complied with in the case of this privateer, 


1 On the whole of this question see McCulloch, Commercial Dictionary, art. 
** Privateers,”’ also 33 Geo. III. c. 66. 
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but there is no evidence of the fact in the present records, and 
it is not without significance that both the above capture and a 
later one were ransomed. 

Seeing that no expenditure is recorded in connection with 
the ship James immediately after its first capture, it would appear 
that an easy success had been gained, and on 9th July her further 
activity is recorded in the following entry: ‘‘ The ship James 
after a smart engagement with a French merchantman took her, 
but afterwards she was ransomed for £50,000 the half of which 
coming to the owners is £25,000, my half whereof as being half 
owner, which I have received, is £12,500.’ On this occasion 
Mr. Stubs expended £10,994 of his share of the prize in the 
purchase of £12,000 Old South Sea Annuity. 

After this engagement some expenditure was required in 
refitting the ship, and on 6th August accounts for this purpose 
to the amount of £207 were paid. As a matter of fact this is the 
last recorded expenditure upon the ship. On 20th August the 
following entry appears: ‘“ This day received the unfortunate 
news that ship James was taken by a French privateer of superior 
force and carried into Brest.’”’ On 28th August Mr. Stubs pur- 
chased another ship burthen 300 tons for £1200 present money. 
Whether he had the intention of embarking upon another 
privateering venture is not clear, but, if so, he must quickly have 
changed his mind, as on 5th September his records state that he 
had sold the ship for £1600. However, when he came to close 
his books on 31st December, 1794, one can imagine that he viewed 
the result of his ten months’ trading with some satisfaction. 
During the period his credit balance had grown from £10,513 to 
£34,658, an increase of £24,145, of which £21,330 had accrued 
from his connection with the ship James. But the whole of 
the difference between these latter amounts was not accounted 
for by ordinary trading transactions, as it included a legacy of 
£1000 “ by the last will of my late brother-in-law, Christopher 
Verax.” 


G. W. DANIELS 
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REVIEWS 


Economic Problems of Democracy. By ArtHuR Twintne HADLEY. 
(Cambridge University Press, 1923.) 

Dr. Hapiey’s “ Watson Lectures ”’ on Economic Problems of 
Democracy were given in English Universities as recently as April 
1922; but they are already a little “dated.” They are still 
touched by the influence of the war-years, and as one reads one 
feels how rapidly that influence has receded during the last year 
and a half. From 1914 to 1920 lectures of what one may call 
the ‘‘ English-Speaking Union” type inevitably followed certain 
lines. They were frank in manner, and kindly in intention; but 
being prepared for a particular occasion they showed few signs of 
painful research; and, being delivered as part of a campaign to 
create good feeling between two countries who constantly mis- 
understood each other, they often avoided the really difficult 
elements of their problems. 

But now that the years of peace have lasted longer than did 
the years of war, I find myself applying pre-war standards to the 
easy historical and social generalisations which the universally 
respected ex-president of Yale offered to his English audiences. 
His first lecture is an amplification of the statement that “‘ the 
thing that does distinguish modern history from ancient history 
is the decisive importance of industrial movements and industrial 
successes in determining the fate of nations” (p. 4). In the 
ancient world, “ if your army was superior to that of your rival 
in courage and in tactics, all other matters would take care of 
themselves ” (p. 5). Not many students of the economic history 
of the Egyptian, Athenian, Carthaginian, and Roman empires 
would, I believe, here agree with Dr. Hadley. A student, again, 
of nineteenth-century economic history could write a whole 
critical treatise on his statement, ““ When the young-Hegelians, 
headed by Karl Marx, confined their theories to paper, they 
sounded plausible enough; but when the revolution of 1848 gave 
them the opportunity to use public credit for the establishment 
of national workshops, the failure was as complete, and the 
disproof as convincing, as the most ardent individualist could 
have desired” (p. 54). Later on Dr. Hadley speaks of the 
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‘“ ateliers nationaux ”’ as ‘“‘ the commercial workshops of Paris in 
1848” (p. 141). Dr. Hadley would not find it difficult to con- 
vince himself that the “ateliers nationaux’”’ were not ‘“ com- 
mercial workshops ”’ but ordinary relief-works, and that the neo- 
hegelianism of Das Kapital had nothing to do with them. If, 
again, Dr. Hadley will re-read certain chapters in Mill’s Political 
Economy and Autobiography he will, I believe, write less abso- 
lutely about Mill’s “‘ complacent optimism ”’ (p. 54). 

When I was in the United States in 1919 I used to notice an 
assumption, among the more conservative writers and thinkers, 
which I also noticed in England during the 1880s—that the 
whole social question consisted in an illegitimate claim by those 
members of the community who were naturally fitted only for 
routine manual labour to enjoy that share in the joint economic 
product which was due to the superior intelligence of the born 
inventors and organisers. The really difficult problems of the 
degree to which organising power might be due to the mere 
possession of wealth, and the possession of wealth might itself 
be due to inheritance or some other cause than the superior 
natural efficiency of the possessor were largely ignored. This 
assumption and this “ignoratio”’ run through Dr. Hadley’s 
lectures. He speaks, for instance, of “the perils of internal 
conflict between hand-workers and brain-workers ”’ (p. 17). On 
his assumption class consciousness is a sheer moral aberration. 
‘“‘ Class consciousness,’ he says, “in its early stages means that 
the members of a social or economic group are so impressed with 
their own moral superiority to the rest of the community that 
they care relatively little what the rest of the community thinks 
or what becomes of it ’’ (p. 133). 

From the point of view of the rest of the world the most 
important economic movement in America since the war is the 
growing determination to keep immigration down to a minimum. 
This determination is being copied all over the world, and may 
lead to many centuries of world-warfare. What makes this 
movement so formidable is that it is not a mere question of the 
more equal sharing of economic opportunities, but that behind it 
lie the biological problems of racial purity and racial expansion. 
Dr. Hadley ignores the biological problem altogether, and tells 
us that the movement “represented the introduction of a new 
principle into American politics, and a new theory into national 
legislation—the theory that the maintenance of the standard of 
living of the American workmen and the maintenance of the 
integrity of American ideals depended on acts of Congress.” (p. 122). 
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The “Sir George Watson” Foundation may in the future 
help to perform the invaluable function of bringing the best 
American thought to bear on the problems of world reconstruc- 
tion. But if it is to do so, the future Watson professors must 
offer us the fruit rather of fundamental brain-work than of a 
merely genial desire to propagate international good-will. 

GRAHAM WALLAS 


Food Production in War: By Sir Tuomas Mippteton, K.B.E., 
C.B., LL.D. Publication of the Carnegie Endowment for 
International Peace. (Oxford: Clarendon Press, 1923. 
Pp. xiv + 373. Price 10s. 6d. net.) 


Str Tuomas Mippieton was Deputy Director-General of the 
Food Production Department which was established at the begin- 
ning of 1917, and in this book he has given us the most thorough 
and elaborate account of the history of food production in this 
country during the war which has as yet appeared. 

The subject is a difficult one—complicated, involved, full of 
detail; and on the whole Sir Thomas Middleton is to be congratu- 
lated on the skill with which he has contrived on the one hand to 
include a great mass of statistical information, and on the other 
hand to construct a readable and intelligible story. 

But if the book must have been a difficult one to write, it is 
also difficult to review. For one thing, there is so much in it, 
that it is not very easy either to select topics for discussion from 
the many which deserve it, or to pronounce judgment upon the 
qualities of the book as a whole. Again, as in all histories relating 
to the war, it is almost impossible, for author and reviewer alike, 
to have an adequate sense of the relative importance of the various 
matters with which they are concerned. In the history of food 
supplies it is hard to appreciate the excellence of the efforts made 
to increase food production at home, and the great value of the 
results attained, without losing some sense of proportion and 
forgetting that throughout the years of war, as in time of peace, 
we were mainly dependent upon supplies from overseas, and that, 
as Sir Thomas Middleton says, “ our experiences in the four years’ 
struggle proved how strong were the grounds for confidence in 
our ships” (p. 3). The fact is, of course—and it would have 
helped his readers to keep the real proportion of things in mind 
if Sir Thomas Middleton had given the figures—that, though the 
Royal Commission on Wheat Supplies imported more than 123 
million tons of grain and grain products during the period oi 
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intense submarine warfare, only 4 per cent. of the possible 
arrivals were lost through enemy action.1. In summing up the 
results of the Food Production Campaign, Sir Thomas Middleton 
estimates that “‘ whereas the country began the war with supplies 
provided by its own soil which would have sufficed for 125 days 
out of the 365, in the year in which the Armistice was signed it 
had secured a harvest that would have sufficed for 155 days out 
of the 365.” In other words, “ the land’s extra produce was 
equivalent to the supply of 30 days’ food for the nation living 
its normal life” (p. 322). It is important to emphasise these 
facts, because they are not so well known as they deserve to be 
and because even in the book before us their full significance is 
not always kept to the fore. We are told, for instance, that “ in 
the course of the four years’ war our ships were set an impossible 
task,” and that ‘“‘ before food can be transported from other lands 
there must be food to transport” (pp. 3-4). This suggestion that 
what was lacking was not ships but sources of oversea supplies 
would surely be hard to substantiate, though Sir Thomas Middle- 
ton rightly emphasises the influence upon the food production 
policy of the poor American harvest in 1916. It is rather mis- 
leading to point out that “ Russia and Rumania, two of the chief 
wheat-exporting countries, were completely shut off” (p. 259), 
without noting that the average net import of wheat into Germany 
in the years 1909-1913 was equal to three-eighths of the average 
net exports of wheat from Russia and Rumania in the same 
period.2? The statement that “the long voyages to India and 
Australia made the surplus of those countries also quite beyond 
reach of the Allies, at any rate until a number of new ships had 
been built ” (p. 259), is hardly consistent with the suggestion that 
supplies rather than shipping were deficient. We read that “ all 
three American wheat exporting countries had much extended 
the wheat acreage, but frosts in Canada, or drought in the United 
States or in Argentina, might prevent a corresponding increase 
in the crop” (p. 260). I am afraid that this sentence is liable to 
mislead the ignorant into supposing that foreign supplies in 
general are more precarious than home-grown crops. No doubt 
an unexpected and therefore undiscounted addition to home 


1 See First Report of the Royal Commission on Wheat Supplies (Cmd. 1544), 
pp. 37-38. 

? The average net Russian and Rumanian export was 54,488,000 quintals; 
the average net German import 20,898,000 quintals. For wheat flour the figures 
are 1,966,000 quintals (Russian and Rumanian export), and 1,612,000 quintals 
(German net export). See Annuaire Internationale de Statistique Agricole 1917 et 
1918, pp. 283, 287, 289, 295. 
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wheat production is an admirable insurance against an abnormally 
thin harvest abroad, but if as a normal thing a larger proportion 
of our bread stuffs were grown in one climatic area (the British 
Isles) the variability of supplies would surely be greater than it is. 
The British Empire as a whole bas an average year to year 
fluctuation of some 15 per cent. in the wheat crop as compared 
with a fluctuation of about 5} per cent. in the wheat crop of the 
world. In considering the question of supplies during the war 
we must remember the gigantic scale of the expansions of the 
wheat areas of which Sir Thomas Middleton speaks so summarily 
in the sentence just quoted. In Canada and the United States 
the average wheat crop of the war years exceeded that of the years 
1909-1913 by over 52 million quintals, which is more than 
two and a half times as much as the entire average crop of the 
United Kingdom in the period 1914-1918. The increase in the 
average crops in the Argentine and Australia amounted to more 
than 50 per cent. of this British and Irish average.” 

It is important to keep our sense of proportion; but it is no 
less important to recognise that the British Food Production 
Campaign was a valuable contribution to the Allied cause and 
attained a remarkable measure of success in spite of very great 
difficulties. Those who organised it in the Department and those 
who carried it out in the fields may well claim to share with the 
British Navy the credit of having made possible the rapid transport 
of the American armies to France. But it is a pity that in his 
account of the campaign Sir Thomas Middleton is so much inclined 
to pooh-pooh its critics. It isnot by minimising the mistakes which 
were made, but by exhibiting the difficulties which were sur- 
mounted, that the historian can reveal the real merit of the work. 

Sir Thomas Middleton’s attempt to estimate the cost of the 
Food Production Campaign is extremely interesting, and it is 
especially noteworthy that according to his estimates the cost 
in Scotland and Ireland, where the comparatively large area 
normally under temporary grass facilitated matters, was much 
less (in proportion to the results) than it was in England and Wales. 
But it is really impossible to gauge the real cost of the campaign, 
for one cannot assess the loss due to the neglect of cleaning, 
draining and hedging during the war, nor reckon what proportion 
of that neglect was the result either of the diversion of energy to 
the urgent task of ploughing up grassland or of excessive cropping 


1 See Economist, April 24, 1909, p. 861, quoted by Professor Pigou: Wealth 


and Welfare (1912), p. 141. 
2 See Annuaire Internationale de Statistig se Agricole 1917 et 1918, p. 25. 
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with corn. In this chapter, as well as in other parts of his book, 
Sir Thomas Middleton seems rather inclined to draw more 
definite conclusions from statistics than are really justified. This 
defect is perhaps especially noticeable in his discussion of the 
food values of various crops and various kinds of stock. When 
some authorities, for example, consider that beer retains less than 
a quarter of the energy value of the barley which has gone to its 
making, while others put the figure at one half, it is wise not to 
be too precise in translating crops into Calories. 

Sir Thomas Middleton does not confine himself entirely to the 
war period, but has a good deal to say about earlier history and 
about the future. He quotes the conclusion reached by Sir 
Henry Rew in his Presidential Address to the Royal Statistical 
Society (1921), to the effect that ‘“‘ a larger quantity of food was 
being produced (?.e. in Great Britain) at the outbreak of war 
than at any previous period.” Iam inclined to be rather sceptical 
about this conclusion, since the evidence on which it is based is 
somewhat slender, but if what Sir Thomas Middleton says about 
it is really the most that can be said against it, it seems to me to 
hold the field. It is preposterous to brush it aside, as Sir Thomas 
Middleton does, by quoting a vague and largely irrelevant sentence 
from Prince Bulow’s book on Imperial Germany. The facts 
adduced by Sir Thomas in a later chapter to show that ‘“ the 
soils of the country, cultivated as they were in 1831-40, were 
capable of supporting a population some 27 per cent. greater than 
they could have fed in 1909-13” (p. 98) hardly carry conviction. 
The argument, which is a deduction from population and import 
figures, seems to depend on the assumption that in the earlier 
period the average inhabitant of the United Kingdom consumed 
one million Calories per annum as compared with an average 
consumption of 1,092,000 Calories in 1909-13. But it is incredible 
that in the “ thirties’ the underfeeding was no worse than this. 
And even apart from underfeeding, Sir Thomas Middleton 
seems to have overlooked the fact that in the earlier of his two 
periods the “average inhabitant” of the United Kingdom 
needed less food than in the later period. In 1841 36 per cent. 
of the population of England and Wales were under fifteen years 
of age: in 1911 only about 30} per cent. were under fifteen. 

The last twenty-five pages of the book are concerned with the 
agricultural prognosis. Sir Thomas Middleton is well known as a 
staunch advocate of the plough; but he is fully alive to the fact 
that the hopes of some less well-informed tillage advocates are 
unsubstantial visions. He says that “the suggestion that we 
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might furnish our people with their normal food supply may be 
dismissed as absurd ” (p. 324), that “ to the farmer of the United 
Kingdom his live stock must always be the principal source of 
income ”’ (p. 327), that “ it would be more difficult to add 15 per 
cent. to the yield of tillage crops than to add 30 per cent. to 
the yield of pastures ”’ (p. 331), that our climate, though “ a fine 
climate for tillage farming,’ is “ still better suited for grass- 
growing” (p. 332), and that “it would clearly be economically 
unwise and socially undesirable to expend on our land labour 
which can be used more profitably in other industries” (p. 339). 
These are sound doctrines, but occasionally in the discussion the 
grip upon all that they imply seems to slacken. In general Sir 
Thomas Middleton argues that 28 million acres must remain 
under grass, and that 12 million acres will in any case grow other 
crops, but that there is a margin of 6 million acres which would 
nearly all be under grass if laissez-faire is the order of the day, 
but on which “the balance against tillage is not very heavily 
weighted,” so that “‘a counterpoise should not be impossible ” 
(p. 341). If the 28-million-acre area of grassland is meant to 
include arable land under clovers and grasses (which is not 
distinctly stated), and if it is intended that clovers and temporary 
grasses should cover the same breadth as before the war, the 
suggested programme would seem to involve an arable area 
greater by some 6 million acres than the average of 1904-1913. 
To discuss this programme adequately would be to lengthen 
this review unduly. The most weighty argument put forward is 
the contention that in the long run tillage would pay best on the 
6 million marginal acres, but that the individual farmer cannot 
afford to wait for long-period results. This contention, however, 
is not supported by evidence. The one definite “ counterpoise ” 
which is suggested is that in rating and taxation discrimination 
should be made in favour of arable land. About that I will only 
say that, if likely to be effective, its economic justification would 
seem to depend upon the validity of the previous contention, and 
that as regards the question whether it would be effective, Sir 
Thomas Middleton seems to overlook the possible reaction of 
such discriminating rates and taxes upon the relative rents of 
arable and pasture. Apart from questions of state policy, Sir 
Thomas Middleton is inclined to think that the future develop- 
ment of the refrigerated meat trade will tend to raise the price 
of grain by giving farmers in new countries further opportunities 


of “ converting grain into meat when grain prices are low ” (p. 336). 
REGINALD LENNARD 
NN2 
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The British Coal-mining Industry during the War. By Sir 
R. A. S. Repmayne, K.C.B., M.Sc. Publication of the 
Carnegie Endowment for International Peace. (Oxford 
University Press.) 


The Miners’ Unions of Norihumberland and Durham. By E. 
WeELBouRNE, M.A. Fellow of Emmanuel College, Cam- 
bridge. (Cambridge University Press.) 

“Tur British Coal-mining Industry during the War” is 
certainly a subject of unusual, one might almost say thrilling, 
interest, the presentation of which, however, is a task of great 
difficulty, if full satisfaction is to be given to all the special view- 
points of the many different persons interested. This book 
might easily have been a dull though extremely useful record 
of facts and figures; it might equally have been a supremely 
melodramatic account of the author’s personal views and intimate 
reminiscences. But in the hands of Sir Richard Redmayne a 
vast mass of material has been shaped into a balanced record, 
while everyone will delight in the extraordinarily successful 
literary technique by which the author has sustained the 
interest without descending to the use of too minute or irrelevant 
details. 

Most men would probably agree that on the whole the regu- 
lation of the coal industry during the war was a more or less 
successful attempt to meet a very grave and difficult emergency. 
But one wonders whether even all men of sound and disinterested 
judgment would fully subscribe to the general feeling of contented 
achievement which underlies Sir Richard’s record of events, 
at any rate up to the time of the Armistice. He emphasises the 
complicated and delicate nature of the industry, and it would be 
a good thing if many people realised this more fully; but to argue 
from this that a system of control, if successful, must therefore 
also be complicated is not necessarily sound. At various times 
the number of committees and officials, separate yet all neces- 
sarily in liaison, makes one marvel at the complexity of the 
organisation which was established, but it also makes one wonder 
whether an enormous wastage of effort was not entailed, while 
if business can really be more or less efficiently conducted under 
such circumstances, it would seem that many of the arguments 
against socialistic bureaucracy are not worth much in practice. 
In 1917 there were eight central organisations concerned in the 
export trade without including the various local committees, and 
the buying agencies of foreign countries; this may, in Sir Richard’s 
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words, be ‘eloquent testimony to the importance and com- 
plexity of this branch of the coal industry,” but there is an 
equally eloquent testimony that “simplicity is the keynote of 
organisation.’ 

Sir Richard’s view that financial control might have been 
avoided if it had not been for the industrial difficulties in South 
Wales, and that this would-have been desirable, is extremely 
interesting. Yet one wonders whether financial control was not 
inevitable sooner or later. For the South Wales miners were 
not black sheep in an otherwise white flock: they were simply 
the more active spirits. The miners in all coalfields not only had 
a steadily increasing grievance occasioned by the lag between 
wages and the rising cost of living, but were slowly realising the 
strength of their bargaining position: sooner or later the storm 
would have broken elsewhere if not in South Wales. It is difficult 
also to see how equal and simultaneous advances could have been 
given without direct financial control, and the Miners’ Federation 
would have left no stone unturned to secure an object, which 
by tending to equalise the general level of wages in all districts 
was in direct line with principles formulated long before the case 
was reinforced by the common rise in the cost of living. 

The book is packed with interesting subjects, and Sir Richard 
must have found it hard to curtail his explanations and comments. 
The emphasis which he lays on “ coal power” as given by the 
intense demand for our exportable surplus and by the control 
of neutral shipping which we were able to exercise through our 
possession of the world’s coaling stations, will come as a surprise 
to those who have not studied the international aspects of the 
industry. Sir Richard rightly justifies the use of that power 
during the actual war years, and equally condemns the national 
profiteering which took place in 1919 and 1920 at the expense 
not only of neutrals but of our late allies, and which precipitated 
and greatly aggravated our own troubles in 1921. The arrange- 
ments for the regional disposal of coal at home, and the consequent 
economy in rail transport, the success attained by the rationing 
of domestic coal and its unexpected result in promoting a greater 
consumption by the poorer classes, the comparative failure to 
inculcate economical use of coal in the home, or through an up-to- 
date use of electrical power for industry and transport, the 
difficulties which had to be faced in maintaining adequate supplies 
of timber, plant, horses, fodder, and even candles—all these, not 
to mention such bigger issues as the supply of man-power, are 
fully and adequately described. One thing perhaps is lacking; 
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the recorder of history should have regard not only to what men 
did, but to what they were thinking. It is a difficult matter, 
but in many ways it is the most valuable contribution which a 
contemporary can make. From this book it would be hard to 
grasp the attitude of the different parties affected, or to appreciate 
how feelings changed as events succeeded each other. It may be 
best for us in the present to forget, but this will not be the duty 
of the future historian, who may feel that he has not been so 
adequately served by Sir Richard in this as he has been in most 
other respects. 

Any scientific and strictly impartial study of trade-union 
history is always welcome. Many people perhaps labour under 
the delusion, which is certainly not fostered by those pioneers, 
that Mr. and Mrs. Webb in their monumental work have said 
all there is to be said, or at any rate all that need be said. In 
consequence trade-union history has been somewhat neglected, 
despite the fact that it is a field of most useful and necessary 
research. One is inclined to wonder, however, whether Mr. 
Welbourne has been well advised to spend so much time and 
patient labour, as he must have done, in writing his history of 
fhe Miners’ Unions of Northumberland and Durham. For the 
great age and early predominance of the North-Eastern coalfield 
have made an exceptional appeal to historians at various times, 
and we already possessed a very fair knowledge of the particularly 
interesting history of trade-unionism in this district. On the 
other hand, we have no such knowledge in regard to most other 
coalfields, and we should have been still more grateful to Mr. 
Welbourne if he had broken completely new ground, and spent 
his time and energy in attempting to fill some of these blank 
spaces. 

Mr. Welbourne has, however, produced a book which will in 
most respects supplant all previous works on the subject. His 
special contribution would seem to be the systematic extraction 
of evidence from contemporary local newspapers : a more arduous 
work than most men have previously been prepared to undertake. 
As a detailed record of events his book is invaluable, though even 
in this respect there are one or two curious omissions; but as a 
history it is less satisfactory, for in several places he allows detail 
to obscure the really important issues, and he hardly devotes 
a proportionate amount of attention to those issues in comparison 
with that given to minor and relatively unimportant details. 
For example, he has not achieved a clear picture of the evolution 
and gradual alteration and disappearance of that most funda- 
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mental system, the Yearly Bond, and even as regards the chief 
landmarks, one has to turn to Mr. Webb’s little book—of the 
existence of which Mr. Welbourne seems totally unaware—to 
learn that in Durham, at any rate, it was in the year 1810 that 
the Bond first included the guaranteed payment of half-a-crown 
a day if the pit was idle for more than three days. This is a 
historical fact, the truth about which is far more important than 
the enumeration of many little local disputes. Again Sir R. 
Redmayne is quoted by Mr. Webb as asserting that the great 
strike of 1844 “‘ gave the death-blow ” to the Yearly Bond, after 
which it was increasingly replaced by fortnightly contracts. Mr. 
Welbourne does not mention this in connection with the strike, 
and the reader is only slightly safeguarded against the supposition 
that the Yearly Bond was still the universal practice until its 
final abolition in 1869. 

There are also other curious omissions in this book. Mr. 
Welbourne makes no mention of the general stirrings of trade- 
union thought and activity among the miners of all coalfields as 
the result of Alexander Macdonald’s early campaign. In their 
isolation the northern pitmen may have remained unaffected ; 
if so, it is a point worthy of note. Even more striking is the fact 
that throughout the book we failed to find any mention of the 
check-weighers, and a final reference to the index confirmed this 
omission. If Mr. Welbourne thinks the influence of the institution 
of check-weighers negligible, he should have advanced arguments 
in support of his view, since most students regard this influence 
as of fundamental importance to the development of trade- 
unionism among the miners. 

Mr. Welbourne has, however, thrown new and interesting 
light on many points. The wealth of detail does certainly 
produce a strong local colouring. He offers some suggestive 
remarks on the beneficial aspects of some restriction of individual 
output in the early years before this practice was designed to 
influence prices. He emphasises the undoubted fact that in 
remedying the hard conditions of certain grades, notably of the 
drivers and putters, mechanical improvement has been a far more 
powerful factor than legislation. The various causes which led 
to the separation of the two counties in 1864 are clearly brought 
out, and the statement of the difficulties with the Miners’ Federa- 
tion over the eight-hours day is a just and balanced exposition. 
Throughout, Mr. Welbourne preserves an admirably judicial 
and unbiassed attitude, though in the last chapter one is inclined 
to wonder whether he understands the new school of thought 
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led by Tom Mann and Keir Hardie sufficiently well to effect a 
true comparison with the older principles of Burt and Wilson. 
In our opinion the book would have been more valuable if 
Mr. Welbourne had incorporated some short sketch of general 
trade-union development in the other coalfields by way of contrast 
and complement to the admittedly isolated history of Northum- 
berland and Durham. He has confined himself altogether too 
exclusively to local history. For example, he fails to link on the 
local events of 1844 to the widespread movements produced by 
the Union of Miners of Great Britain (called by others the Miners’ 
Association of Great Britain), while one would think that the 
work of Roberts, the Pitmen’s Attorney-General, was confined 
entirely to the north. For this and other reasons pointed out 
above, while Mr. Welbourne deserves thanks for providing a 
detailed and careful record of local development, his method 
of presentation is not wholly conducive to the formation of broad 
historical judgments or practical conclusions. J. W. F. Rowk 


The Worker and the State: Wages, Hours, Safety and Health. 
By Frank Tittyarp, Esq., M.A., M.Comm., Barrister-at- 
Law, Professor of Commercial Law at University of Bir- 
mingham. (George Routledge & Sons. 1923. Pp. 298. 
10s. 6d.) 


THE purpose of this book is well stated by the author, namely, 
to furnish an exposition, historical as well as critical, concerning 
the interference by the State in the relationship between the 
employer and the employed for the purpose of securing the 
health, safety and general well-being of the latter. The appear- 
ance of the book is timely owing to the increasing scope of State 
interference with the employment relationship as regards wages, 
hours, health and safety ; and in particular, because at the moment 
the position of the Trade Boards, Workmen’s Compensation, and 
adjustments in hours and wages are to the fore not only as ques- 
tions of industrial practice, but also as problems of practical 
politics. The author’s experience as Chairman of Courts of 
Referees of the Birmingham District and Chairman of Trade 
Boards makes him well qualified therefore to deal with the 
subject. In his preface the author meets and disarms one of 
the genera{ criticisms that may be made, namely, that the treat- 
ment frequently becomes general and the subject-matter lacks 
the detail required by the advanced reader, or the reader seeking 
minutely authoritative reference; but this, as the author 
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explicitly states, results from his desire to avoid a detailed book 
of reference and to furnish instead a broad and critical account 
of the law on the subject. The error of over-accumulation of 
facts is carefully avoided, and the data provided bears the hall- 
mark of practical experience and authoritative legal reference. 

Section I is principally an introductory section dealing with 
the general contractual relationship between employer and work- 
man apart from statutory interference and experiments in 
industrial legislation. It includes a shrewd review of the legal 
position between employer and workman. An interesting section 
deals with the position of the piece-worker in the foregoing respects. 

Section II furnishes a short historical summary of the various 
experiments undertaken by the State in the interests of the worker 
in the various forms of industrial legislation of the past fifty 
years, and in particular since 1906. Outstanding examples are 
selected from the Truck Acts, the Factory Acts, Mines Acts, 
Workmen’s Compensation Acts, and the Minimum Wage legis- 
lation. The author’s conclusion is that in a general Act the method 
of definition is superior to the method of enumeration, that the 
system of central inspectorate is advantageous despite its limita- 
tions and the new device of internal inspection or self-inspection, 
that legislation on arbitrary lines not preceded by experiment is 
dangerous. The tendency is for the devolution by Parliament 
of the working out of accepted principles to a definite Government 
department. The difficulties with regard to the fixing of a 
minimum wage are carefully explained, including references to 
its application through the Trade Boards Acts, 1909 and 1918; 
the Coal Mines Minimum Wage Act, 1912; the Corn Production 
Act, 1917. 

The chapter dealing with State interference with regard to 
wages is probably one of the best in the book, particularly the 
sections showing the advantage held by the employer where the 
only existing wage agreements are verbal. Much detail is fur- 
nished respecting the work of the Trade Boards Acts (which 
bears the stamp of being derived from practical experience), 
the Check-weigher system in the mining trade, the application 
of the Truck Acts, and the use of tickets and the particulars 
clauses in the textile trades. The summary and review of the 
statutory enactments for the ascertainment of wages represent 
an excellent piece of work, but the author rightly emphasises 
the equal importance of proper statutory safeguards for the 
payment of wages, when ascertained, and also of proper statutory 
facilities for recovering wages when a breach of contract occurs. 
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Section III deals with the prohibitions, complete and partial, 
imposed by the State on the hours of labour. The important 
connection is pointed out between the regulations restricting 
excessive hours and provisions for securing the safety and 
health of the worker. The section is divided into four chapters. 
Chapters I and II review the restrictions upon the hours of 
labour from the first legislation down to the present generation. 
Chapters IIT and IV detail and explain the application of recent 
legislation and restrictions upon the hours of work of women, 
of that indefinable quantity, “‘ young persons,” and of adult 
males. These chapters leave a very good impression on the 
reader, the detail given being much richer and fuller from both 
a legal and a general point of view; in particular the important 
connection between the Education Acts, the Factory Acts and 
the Workshop Acts, and the pernicious system of half-time 
employment of children are well explained. The reader is sur- 
prised at the extent of powers vested in local authorities to 
legislate through bye-laws for the protection of children within 
their areas. In fact, one is left with the definite impression 
that the educationalist as well as the economist would do well 
to study the powers of local authorities in this respect, to examine 
the employment clauses in the Education Act, 1918, and the 
provisions of the Employment of Children Act, 1903. Some 
interesting proposals are made for co-ordination between the 
local authorities, the education authorities, the juvenile branches 
of the Employment Exchanges, and the School Medical Officers 
with a view to control satisfactorily the conditions under which 
young persons are employed. The sections dealing with the 
stringent legislation as regards meal-times, overtime, night work, 
and employment by shifts are specially interesting, and reveal 
not only the author’s practical knowledge of the subject, but a 
general interest in the efficient working of regulations designed 
to ameliorate the conditions under which some industries are 
carried on. 

Section IV is decidedly topical and of current interest, dealing 
with the action of the State to secure the safety of the worker. 
The necessity for rigid enforcement of precautions for the pre- 
vention of accidents is easily established by the alarming character 
of the statistics of accidents occurring in industries, especially in 
view of the high percentage, 25 per cent. to 40 per cent., of all 
industrial accidents which a recent annual report of the Chief 
Inspector of Factories adopts as the percentage of preventable 
accidents if all practicable means are taken. The number of 
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accidents which occur in industries in a single year is enormous; 
for example, in 1919 compensation was given in respect of 3,293 
fatal cases, and 365,176 non-fatal cases. Expressed in terms of 
loss, inefficiency and wastage, this must represent a very serious 
drag upon the productive capacity of the nation. The problem 
of securing safety in industry has been attacked chiefly in two 
ways: (a) by compulsory provisions for safety inserted in the 
Factory Acts and the Mines Acts, making the employer liable to 
pay damages or compensation for accidents which really arise 
out of the work, and (5) by the inspection and investigation of 
accidents with a view to the discovery and institution of further 
preventive measures. 

Since 1903 efforts have been made to utilise further voluntary 
efforts in the shop and safety committees, because experiments 
at home and abroad show that in addition to legal safeguards, 
reduction of accidents can best be secured by obtaining the 
interest and co-operation of the employees and officials through 
safety committees. In fact the prevention of accidents is now 
regarded as a sound business proposition in view of the compensa- 
tion liabilities resting upon the employer and the effect on 
productive efficiency. 

The interference of the State to secure the safety of the worker 
is dealt with in three chapters provided. Chapter I examines in 
detail the safety regulations laid down for factories, mines and 
railways. We suggest that few persons are aware of the minute 
detail in which these provisions are laid down, not only for 
mines, but also for factories, railways and other enterprises. 
The author must be congratulated not only upon the assembling 
of the data concerning the regulations relating to this subject, 
but also upon the skilful manner in which the facts and principles 
have been marshalled. The whole question of compensation to 
injured workers is examined. Even a casual knowledge of this 
matter and its prominence in the proceedings in the County 
Courts and Courts of Appeal indicate its extreme importance, 
not only to the employee, but also to the employer. The original 
liability for accident as existing under Common Law is carefully 
explained, in particular as regards the class of accidents for which 
the Common Law gave no remedy. The subject bristles with 
subtle difficulties, but the technical points of law involved are 
explained in such plain language that the layman readily appre- 
ciates the actual position. References to actual cases decided 
at law and illustrated in practice facilitate the author’s explana- 
tion. The widened application of the Act of 1906 is well illus- 














538 THE ECONOMIC JOURNAL [DEC. 


trated, together with the exact meaning of much-debated terms. 
We suggest that it would be a decided advantage if every employer 
and employee were supplied with a copy of the matter dealt with 
in Chapter II, not only on account of the importance of the 
subject to both parties, but also because of the excellent manner 
in which its legal and practical complexities are explained, 
e.g. the conditions under which liability arises, the extent of 
the injury or incapacity resulting, the amount of compensation 
legally secured to the various parties concerned, and the provisions 
under which payment isensured. The review of recommendations 
of recent departmental committees on the question of workmen’s 
compensation is also extremely interesting. 

Chapter III deals with the notification of accidents, a dull 
subject, as the author readily observes, but one having the most 
important bearing upon the development of safety regulations, 
and, if we may say it, the question of workmen’s compensation 
as well. 

Section V deals with the interference of the State to secure the 
health of the worker employed in the various industries, especially 
those of a character inevitably dangerous to health, and to secure 
proper sanitation, ventilation and cleanliness. The orders 
relating to bakehouses and laundries are of interest to the general 
public as well as to the workers in the industries concerned. 
After nearly sixty years of progressively increasing legislation, 
elaborate provisions are now in operation. The first object has 
been to legislate against specific evils like industrial poisoning 
and specific industrial diseases, insuring early notice of the 
existence of the poisoning or the incipient disease, and making 
the medical man the first line of protection. The record furnished 
by the Health Register is a very valuable provision, and the 
welfare orders in force since 1917, carried out frequently in 
co-operation with the local Public Health Authorities, deserve 
very careful attention. 

It is encouraging to note that the precautions employed are 
meeting with considerable success and reducing the incidence of 
industrial disease, yet the necessity for such precautions is proved 
by the fact that despite them, a considerable number of cases 
occur each year in which there is clear connection between the 
class of disease and the occupation concerned. 

The book contains three useful appendices: (A) illustrating 
the difficulties of joint industrial councils without compulsory 
powers; the other appendix (B) shows by tables the Trade 
Board rates of wages in force or proposed on August 20, 1920; 
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and appendix C is a careful summary of recommendations of the 
Cave Committee on the Trade Boards Act. 

We wish that this report had appeared before the present 
volume was passing through the press, as we believe its bearing 
on the subject-matter of the volume would have been well 
indicated by our author; we can only hope that report will 
serve as subject-matter for a further volume from his pen. 

The index is complete and furnishes a ready means of reference 
for the reader. 

In conclusion, we must state that the volume admirably 
fulfils the purpose indicated by the author. It will without 
doubt commend itself as a ready and readable source of reference 
not only to the legal practitioner involved in disputes between 
employer and employee, but also to the employer and the repre- 
sentatives of the working people who are directly interested in 
the vital subject of State interference with the conditions of 
employment, as also is every member of the body politic. In 
fact, we cannot recall any subject in which the community is 
more directly concerned, either from an economic or a social 
point of view. We believe that the matter will receive still 
more attention in the future because the present-day movement 
for extending State interference with the conditions of labour, 
especially as regards health, hours and safety, is a movement 
with moral as well as physical ends; and this, as the author 
generously points out in Section ITI, is in turn a part of the general 
movement for securing ampler conditions under which all classes, 
and in particular those from which the industrial workers are 
drawn, “can enjoy life and attain to a wider existence than is 
afforded by the erstwhile round of working, feeding and 


sleeping... . 
GEORGE R. CARTER 


The Labour Party’s Aim: a Criticism and a Restatement. By 
seven members of the Labour Party. (London: Allen and 
Unwin. Pp. 96. Price 1s. 6d.) 


THERE is a remarkable and instructive contrast between the 
two ingredients of this volume, the criticism and the restatement. 

On the one hand, the authors renounce many of the shib- 
boleths commonly associated with the profession of Socialism. 
They discern the deceptive ambiguity of catchwords such as 
‘‘ Will of the People,” “‘ Right to Work,” “‘ Self-determination,” 
‘Workers of the World Unite.” The doctors as well as the 
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dogmas of Socialism are treated with scant respect. We read of 
the “‘ obscurities and fallacies ” of Marx, of ‘‘ the Marxian with 
his metaphysical gospel of the class war” and “the yet more 
metaphysical Communist.” ‘‘ The statements of Mr. Ramsay 
Macdonald and Mr. Snowden have never been comprehensive.” 
The Guild Socialists “ are in danger of repeating one idea only.” 
Even the Webbs have unduly omitted ‘“ international issues ” 
from their Socialist commonwealth. The writers themselves 
cannot be accused of insularity. They recognise the difficulties 
in the way of Socialism caused by the various mentality of 
foreign nations. They ‘‘ take account of forces which go to the 
making of war.”’ They ensue peace, yet not as blind pacificists, 
but tentatively, and prepared, with respect to this and other 
objects, in the application of general principles to take account of 
specific circumstances. At home, too, the authors’ outlook is 
wide. They have not developed a “ class-consciousness ”’ which 
can recognise no merit in the ranks of the bourgeoisie. ‘‘ No 
Socialist need fear to admit that the lives of the well-to-do are 
generally busy.”” Economic principles are not disowned. The 
population question is not passed over in silence. ‘‘ No Socialist 
community could exist in which there was reckless and unthinking 
procreation of children.” 

On the other hand, the cardinal principle of Socialism as 
conceived by the authors, namely, the “ abolition of capitalism,” 
is reaffirmed by them with peculiar emphasis. Abolition is 
represented as the only remedy for three great evils which the 
institution called Capitalism involves. ‘“‘ First, the mass of the 
populations which live under it are unfree and insecure.” 
“‘ Second, our society is one of conspicuous inequality.” ‘‘ Third, 
service does not, while ownership does, constitute a recognised 
title to the right to control the whole productive process.” The 
proximate means for abolishing these evils are stated more 
roundly and definitely than we might have expected from the 
tenor of the passages which we first cited. For example, “a 
Socialist society must first eliminate insecurity by guaranteeing to 
all its members the essentials of civilised existence ’’ (author’s italics). 
Again, the House of Lords is to be entirely abolished as wholly 
inconsistent with Socialist principles. 

Without attempting to combine the two elements which we 
have distinguished, we commend them respectively to two classes 
of readers—those who, in seeking to escape from the evils attri- 
buted to Capitalism, go some way, but not the whole way, with 
our authors, and those who go as far or further in that direction. 
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There are those who, taught by Bentham or Sidgwick, admit the 
desirability of reducing the inequalities of wealth. But their 
aim at this object is obscured by prospects of difficulty and 
danger; and their high purposes lose the name of action. The 
faith and youthful ardour which inspires the restatement of the 
Labour Party’s Aims should stimulate those Academic Socialists 
and incite them more earnestly to look out for and apply safe 
remedies for the undoubted evils pointed out by the authors. 
The negative portion of the work will be useful to another class 
of readers. They will reflect that if mistakes have been so often 
made by distinguished Socialists in the past, the like may again 
occur. The same cause, a limited experience and too narrow 
outlook on human affairs, may still operate. Is it certain that 
members of the Labour Party are conversant with the practice 
of investment and enterprise? Can they be trusted when they 
announce that “ Socialist saving will be effected chiefly by 
deduction at the source”’ [after the manner of “ directors of 
joint-stock enterprises ”’] rather than by investment out of income 
already paid to individuals? Would joint-stock enterprises be 
multiplied without the willingness of individuals to run the risk 
of investment? Would and should Governments run such risks 
on behalf the citizens? The reflections thus suggested instil the 
important lesson which Cromwell taught when he adjured the 
Kirk to think it possible they might be mistaken. The lesson 
which the authors indirectly convey has not been learnt perfectly 
by themselves. They retain much of what in Cromwell’s phrase- 
ology might be described as “‘ carnal confidence.” We regard 
with great diffidence their ready remedies for the evils which 
they attribute to Capitalism. Their ‘“‘ guarantee” of a com- 
petence to all which we have mentioned might not be operative 
if the almost complete abolition of property which they contem- 
plate should result in a general impoverishment such as that 
which fanatical theorists have brought about in Russia. To 
“lay down ” that “ there is no normal right of absolute individual 
ownership ” might not suffice to obviate ‘‘ the divorce of labour 
from control.’? Our doubt is fortified by the opinion of author- 
ities to whom want of regard for the interests of Labour cannot 
be attributed. Mr. and Mrs. Webb in their remarkable brochure 4 

1 What Syndicalism Means: an Examination of the Origin and Motives of the 
Movement, with an Analysis of the Proposals for the Control of Industry. By Sidney 
and Beatrice Webb. Published as a supplement to The Crusade, by the National 
Committee for the Prevention of Destitution (37 Norfolk Road, Strand), London, 
August 1912. (There is a French translation of the brochure in the Library of 
the British Museum.) 
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entitled What Syndicalism Means thus sum up their discussion of 
the proposal to abolish the wage-system: ‘‘ We must frankly 
accept the situation that in such industries, for instance, as 
railways and shipping . . . engineering and textile manufactures 
and others run on a large scale, there is no way of getting rid of 
the wage-system—if by that is meant the service of men under 
the orders of others, in return for uniform weekly allowances which 
will bear no relation whatsoever to the actual productivity of their 
particular labour week by week.” Not realising the situation 
thus clearly exhibited, the seven members of the Labour Party 
fail, in our judgment, to establish their main thesis; that the 
abolition of Capitalism is the one object to be aimed at, in pre- 
ference to the reforms and palliatives suggested by other members 


of the Party. 
F. Y. Epaewortu 


Germany’s Capacity to Pay. By H. G. Movutton and C. E. 
McGuire, with the aid of the Council and Staff of the Insti- 
tute of Economics. (London: McGraw-Hill Publishing Co. 
1923. Pp. xiii + 384, 8vo.) 


Tue detachment of the United States from European affairs 
happily does not extend to the intellectual sphere, and we have 
to thank American investigators for some of the most useful 
contributions which have yet been made to the study of the 
financial problems of Europe. The Institute of Economics has 
been established by the Carnegie Corporation of New York 
“‘ with the single purpose of ascertaining the facts about current 
economic problems and of interpreting these facts for the people 
of the United States in the most simple and understandable 
form.” This book admirably fulfils the aspiration of the Insti- 
tute. When it claims that “the findings which it submits in 
this volume are believed to be as conclusive and trustworthy as 
would be those of any commission ” the reviewer sharpens his 
critical pencil; but after careful study of the volume he will 
probably be prepared to endorse the claim. An official inquiry 
would, no doubt, have a greater effect upon public opinion. 
But it could hardly better the method, the honesty, thoroughness 
and lucidity of this essay. 

Its seven chapters deal with: What paying Foreign Debts 
involves, Germany’s International Balance of Accounts, What 
Germany has paid and how, German Foreign Trade Require- 
ments, The Budgetary Problem, The German Monetary Situa- 
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tion, How France met the Indemnity of 1871, and International 
Implications of the Problem. Eight valuable Appendixes are 
devoted to Germany’s International Trade and Financial Accounts, 
Estimates of Gains from the Sale of Paper Marks, Foreign Pur- 
chases of Urban Real Estate in Germany, Methods of Accounting 
of the Reparation Commission, Clearing House Operations, The 
Valuation Problem in connection with German Treaty Fulfilment, 
Budgetary and Taxation Questions, and a Summary of the 
Principal Official Proposals for Settlement of the Reparation 
Problem from 1920 to 1923. The information is so well con- 
densed that a précis is impracticable within our limits of space, 
but it is impossible to praise too highly the vigilance and skill 
with which a mass of useful information has been got together 
and interpreted. We should have liked another Appendix 
setting out the powers and duties of the Reparation Commission 
and what it has done. What it has not done is to provide public 
opinion in this country and other countries with such adequate 
information as would have made private research of this character 
unnecessary. 

The authors have a firm grasp of economic reasoning and 
show great skill in dealing with the difficult statistical problems 
involved. They prick the bubbles of many current fallacies and 
point out numerous pitfalls in the use of the figures available. 
They avoid dogmatism. The clarity of their exposition of past 
and present conditions is equalled by the modesty with which 
they refuse to predict the future. They assert fearlessly that 
the ability of Germany to develop an export surplus is the essence 
of the whole reparation problem, and that “ the total capacity of 
Germany to pay will be measured by the excess of her exports 
of goods and services rendered to foreigners over the imports of 
goods and receipt of services from foreigners.” It may be urged 
that the cancellation of blocks of external debt should be re- 
garded as “receipt of services from foreigners”’; but although 
the authors show clearly the difficulties and limitations of in- 
creased production and diminished consumption within Germany, 
they do not argue completely this side of the problem. The 
chapter on the Budgetary Problem is open to some criticism 
mainly upon the weight of emphasis, but many of the factors are 
not precisely ponderable and the qualitative analysis throughout 
leaves little to be desired. Everyone who wants to understand 
the Reparation question should make haste to read this book, 
and will feel grateful to the Institute for providing its staff with 
the leisure and means to carry out an inquiry which would 

No. 132.—voL, xxxul, oe) 
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have been hardly a possible task to an unaided individual 
investigator. 

If, as we hope, a new edition is called for, the authors might 
find it useful to consult the late Mr. O’Farrell’s study of the 
payment of the French indemnity of 1871, and the reader would 
be helped by a bibliography of the sources which have been 
utilised. 

Henry Hices 


Consequencias economicas de la guerra. Por Francisco BERNIs, 
(Madrid: Marstre. 1923. Pp. 388.) 


THE consequences of the Great War to the leading countries 
of Europe form the subject of this study. A certain priority is 
given to the experiences of Great Britain, in accordance with the 
author’s predilection for the institutions of our country. This 
feeling is finely expressed in the dedication of the book: ‘ To 
England, the country eternally young, ever originating new ideals 
and improved practice, model of the economic institutions of the 
Continent, and native land of the greatest economists.” The 
statistical data showing the consequences of the War are given 
in fuller detail for Great Britain than for the other countries 
except perhaps for the author’s own. These data are arranged 
under the leading heads of economic science, production, dis- 
tribution, consumption, foreign trade, money and so forth. The 
statistics could, of course, be obtained from other sources; but 
there is some advantage in their presentation in a form which 
permits of comparisons. What cannot be obtained elsewhere is 
the author’s original speculations about the causes and connec- 
tions of the phenomena. We do not venture to offer an abstract 
of his theory, not having quite grasped the thread of his thought 
which connects the consequences of war with the conception of 
an economic cycle. It is much to be wished that this part of 
the volume could be presented in an English translation, so that 
the economic significance of Professor Bernis’ theories might be 
appreciated by those who are even less familiar with the Spanish 
language than the present writer. The same suggestion may be 
made with reference to the chapter on Money and Banking. 
Professor Bernis, who plays a leading part in the conduct of the 
Bank of Spain, speaks with authority on this subject. Much is 
to be gained by following out his illustration of what we may 
call the Flow of Money. We become better able to answer 
questions like the following : If a manufacturer borrows a sum of 
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his bank and after a certain day returns a larger sum, where is 
this increment of money obtained? The zone in which “ the 
metamorphosis of 100 into 110” takes place is not improperly 
termed a mysterious zone. In this connection Professor Bernis 
refers with approbation to Karl Marx’s Capital; not, as we 
understand and hope, to the famous—or rather infamous—theory 
of *‘ Surplus,” but to some part of the Marxian lucubration 
which has evidently, says our author, not been read by his bitter 
critics. Professor Bernis speaks with authority on Marxian 
literature as having been the author some years ago of an appre- 
ciative study on ‘“‘ Karlos Marx.” As it appears to us, our author 
has not done much for his case by appealing to Karl Marx. But 
he has done something for the reputation of Marx by adding to 
the small number of competent economists and talented writers 
who have expressed admiration for Das Kapital. 
F. Y. Epe@rwortu 


Trade, Expenditure, Taxation and Money. By Francis W. 
Hirst. Johannesburg: Council of Education, Witwaters- 
rand (London: Longmans, Green & Co. Pp. 70). 


Tus little book is a reprint of certain of the lectures which 
Mr. Hirst delivered during his recent tour in South Africa. The 
first two dealt with the business outlook in South Africa and the 
need for economy, the later ones with taxation, currency and 
the foreign exchanges. It need hardly be said that Mr. Hirst’s 
attitude to all these problems is sound enough, though there are 
one or two points in his exposition which may well be queried. 
Is it quite true that “ the more the tax-gatherer collects, the less 
can the people expend ” (p. 17 and also p. 21)? In the long run 
the welfare of the community must suffer if certain services, 
such as police protection, public health charges, education, etc., 
are not met, and in these cases at any rate it is not by any means 
certain that a shilling off the income tax is going to increase 
spending power 5 per cent. all round. Mr. Hirst is here rather 
too closely following the letter of ‘‘ the old Gladstonian spirit of 
thrift” (p. 27). The problem of how much the State should take 
in taxes cannot be solved on these lines. Again, on p. 62 we 
read, “‘ the new paper money [of South Africa] professes to be 
gold money—sterling—but it is not gold and it is not sterling. . . . 
Such an expression as ‘ the sterling exchanges’ is an abuse of 
words, so long as the £1 note is a piece of paper inconvertible into 


gold.” If Mr. Hirst chooses to define the “ pound sterling ” as 
002 
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113 grains of fine gold, of course the paper pound is not gold nor 
sterling, but if any one chooses to say that the pound sterling 
was originally so much silver, was then so much gold, and is now 
a mere unit of account with only paper representatives, I do not 
see that Mr. Hirst can really complain. The important point is 
to attack inconvertibility and the whole policy which has tempted 
the most important gold-producing country to worship a paper 
calf, and this Mr. Hirst does admirably. Most trained economists 
will find this little book rather too elementary, but as an intro- 
duction to the important subjects with which it deals it ought to 
be useful. Even economists of more mature standing may find 
it interesting to have a record of how Mr. Hirst spent 10s. 4d. in 
June 1921 in the acquisition of a collection of foreign paper money 
(pp. 50, 51). Mr. Hirst would have saved a considerable amount 
if he had waited till June 1923, for he bought when marks were 
265 to the £ and Austrian crowns 2400 ! 
T. E. Grecory. 


A Study in National Finance. By T.J. Kiernan, M.A. (Dublin: 
The Talbot Press, 1923. Pp. 96.) 


THERE is a manifest need, at the present time, for some work, 
exploring the Economic Consequences of the Irish Peace. There 
is need for an impartial and thorough examination, in the light 
of recent events, of the Financial Relations between Great 
Britain and the Free State on the one hand, and Northern Ireland 
onthe other. There is need for some consideration of the problems 
of Double Taxation, arising between Great Britain and the Free 
State. There is need for an inquiry into the possibility of 
adjusting the Free State’s tax system to its peculiar economic 
conditions. There is need for some pronouncement on the Irish 
Fiscal question. None of these matters, so far, has been handled 
thoroughly by economists—though by the time these lines appear 
in print, the report of the Fiscal Commission may have been 
issued. 

Here, then, is a splendid opportunity for Irish economists. 
I took up Mr. Kiernan’s work on National Finance full of 
expectation. I was destined to be disappointed. The Financial 
Relations between Great Britain and the Free State are not even 
mentioned. The Fiscal question is dismissed in a few hasty lines. 
Three chapters, indeed, are devoted to a discussion of Double 
Taxation—but they are mainly composed of large slices from the 
writings of Sir Josiah Stamp, the Royal Commission on the 
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Income Tax and the Finance Act of 1920. Two chapters are 
also given to “‘ National Finance,” of which the following passage 
is typical: ‘‘ It is immaterial what treaties or republics we may 
win, we cannot become a real or self-respecting nation so long as 
we remain the employees of British capitalists. We consume 
British goods; it is because we are not a nation, except in 
sentiment. All the oratory: from pulpit or platform, all the 
blood . . .” etc., ete. 

To speak in general: for slovenly thinking, superficial treat- 
ment and emotional irrelevance, Mr. Kiernan’s work would be 


hard to beat. 
J. LEMBERGER 


Gleitende Wahrung. By W. Harsurcer. (Munich: Duncker 
and Hunblot. 1923. Pp. viii + 80.) 


Gullivers Wadahrungssanierung. By W. A. Gatzen. (Munich: 
Ante-Portas Verlag. 1923. Pp. 80.) 


Back to Prosperity. By Henry and MarGcaret LOWENFELD. 
(London: Effingham Wilson. 1923. Pp. 268.) 


Die Vilkerbank. By Hans Heymann. (Berlin: Ernst Rowohlt 
Verlag. 1922. Pp. 62.) 


TuE existence of fleas is defended on the ground that they 
provide animal creation with a constant stimulus to energy. 
The existence of currency cranks ought to be defended on much 
the same grounds. Were it not for them, would it be possible 
to maintain an active interest in so arid a subject as money ? 
True, there are politicians, but world wars are of infrequent 
occurrence, whilst the monetary crank we have always with us, 
and the monetary disorders of the world have given him an 
unusual opportunity. 

Herr Harburger provides us with an interesting suggestion. 
The evils of monetary inflation can be avoided—if only a country 
practises “ planmassige ” Inflation: that is, if it reckons with 
the fact that inflation raises prices. All that need be done is 
to adjust all contracts accordingly. The currency being in- 
creased by x units, raising prices by an amount y, all contracts 
(including contracts to repay deposits at banks) must be revised 
so that at the new level of prices each creditor receives the same 
volume of purchasing power. The result would be a taxless 
state in which creditors have justice done to them, taxation 
being replaced by the (temporary) gain from inflation. 
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This, of course, is the direction in which things have tended 
in Germany. But why, in this case, inflate? And, moreover, 
is it true that inflation under these conditions can go on in- 
definitely? The facts show that prices rise more than in pro- 
portion to the degree of inflation, owing to sellers anticipating the 
future, so that the value of the currency is finally nil. 

Herr Gatzen’s pamphlet cannot be compared with Herr 
Harburger’s, which at any rate deals scientifically with its 
subject (for the greater part it is a mathematical statement of 
the case). Herr Gatzen provides us with an almost unreadable 
blank-verse poem of twenty-eight pages, in defence of stablisation, 
with an appendix (in English, German and French) consisting 
of “ The World’s Winding-up Plan.’”’ What is necessary is to 
draw up a “ Sociological Balance Sheet,”’ add up all fixed assets 
in terms of gold (including capitalised taxes) and compare them 
with liabilities (also in terms of gold). The writer continues, 
“The point is, that these two sides don’t balance! But whereas 
for deep sociological reasons they must balance, they have to 
be made to balance!” Why a country should not owe more 
than the sum-total of its property is not stated—for the world 
as a whole obviously the two sides must balance. After all 
this nonsense, we get to the currency point—reckoning in terms 
of gold units. But what has the “ Sociological Balance Sheet ” 
to do with it ? 

The authors of Back to Prosperity belong to the Kitson- 
Oswald Stoll school of writers on Money. The gold standard 
is unstable, still more unstable is paper money. All that is 
necessary is for paper money and token coins to be issued, by a 
new corporation, which will have a monopoly of issue. The 
“new discovery”’ is simply that such money is to be issued 
only against first-class trade bills; for by this means the growth 
in the volume of money and the growth in the volume of goods 
which are the ‘“ cover’ for the money are co-ordinated. There 
is nothing surprisingly new in this demand: from the days of 
the Bank Directors of 1810 down to the present day it has 
always seemed the right thing to practical men to issue more 
money, “so long as the security is good.” ‘‘ Such a supply of 
bills may not exist at present in newly constituted countries or 
in those which are inadequately developed commercially. But 
the advantages which the proposed facilities for the discounting 
of bills offer are so immense to all concerned that the demand 
is likely rapidly to create a superabundant supply of them. 
Experienced business men are not likely to anticipate difficulties 
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in this respect. . . . Money so issued can never interfere in 
any way whatsoever with prices of commodities and the progress 
of trade.” It is seldom that authors so completely expose the 
dangers of their own proposals. 

Dr. Heymann’s pamphlet also rejects the necessity for a 
gold cover. “ The real security for the obligations of a note- 
issuing bank lies in the ability to realise the credits granted by 
it.’ This is, of course, to confuse the banking standpoint with 
the currency one. The author desires an International Note- 
bank. He wants the notes issued by this Bank to be regulated 
“nach den besten Grundsiatzen der Geldsschépfungstheorie,” 
again falling back on the idea that there can be no harm in 
issuing notes so long as there are “real values’ behind them. 
In addition to the International Bank there are to be in each 
country Reconstruction Banks, making the actual loans. Long- 
period loans are to be secured by means of insurance policies, 
based on mutual insurance of the borrower’s assets, acquired 
by means of the loans. The Reconstruction Banks are to issue 
debentures, payable in the new notes, so that these will be 
cancelled as the investment market takes over the task of 
financing. The idea of an international note is, of course, 
hopelessly impracticable: the principle of inconvertibility most 


dangerous, whilst the idea of mutual insurance seems to have 


been taken over by the author from current German practice. 
T. E. GREGoRY 


Les Théories Monétaires de l Economiste Cassel. By ALEXANDRE 
YovaNovitcH-FoeLEeR. (Paris: Jouve & Cie. 1923. Pp. 
154 and chart of exchanges.) 


THE monetary theories of Professor Cassel, so far as they 
immediately concern the present situation, are too well known 
at first hand to English readers to require exposition by another 
writer, and criticism also has been sufficiently plentiful. But 
Dr. Yovanovitch-Fogler goes back to 1899 and shows how Pro- 
fessor Cassel’s doctrine about the practical problem of the 
present is linked to his more general theory of price, and this 
will be useful to students of the subject to whom the original 
works and translations are inaccessible. It is rather startling 
to be told “la révolution doctrinaire en matiére monétaire, 
commencée au début du vingtiéme siécle, n’a pas été inaugurée 
pas Knapp, mais par M. Cassel.” 

The book is full of misprints, having been to all appearance 
printed elsewhere than in France. E. CANNAN 
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Principles of Comparative Economics. By Dr. RADHAKAMAL 
MUKERJEE, with a Preface by M. Rapuart Greorces-Levy. 
(In two volumes. Vol. I, pp. xxviii + 336. Vol. II, pp. 
vi + 446. London: P. 8S. King & Son.) 


Not satisfied with the way in which the principles of economics 
are expounded by the writers of systematic treatises, the author, 
who combines an extensive knowledge of the three sciences, 
psychology, biology and sociology, with that of economics, 
undertakes in Vol. I, which is meant to be theoretical, to trace 
economic phenomena to their psychological, biological and 
physical origins, and to revise, in the light of the fuller know- 
ledge so obtained, the fundamental principles of economics. 
He then proceeds to discuss the tenet that in every region there 
must be different economic categories and types, since the 
physical, biological and sociological conditions vary, and points 
out that the East is the home of communalism, the characteristic 
features of which, according to him, are “ the emphasis laid on 
communal as against individual property in the family as well as 
the village, the attachment to the land and homestead, the 
co-operative organisation of village life and economy, the 
preference of man to the machine in crafts and workmanship, 
and lastly the strong predilection for human and social values in 
the scheme of social ethics and ideals.” In Vol. IT he elaborates 
the theory of communalism and describes at length the economic 
institutions of India with a view to illustrating the realisation of 
the ideal of communalism. Many points of criticism at once 
suggest themselves. Although it is true that the various branches 
of knowledge are intimately inter-related and the dependence of 
economics, especially, on psychology is great, yet the fact remains 
that economics and psychology are concerned with different 
things. The economist accepts the data supplied to him by 
psychology, but does not busy himself with the phenomena of 
consciousness as such. Further, it is not true to say that 
economists do not deal with man as he is but with a truncated 
human being called the economic man. They do nothing of the 
kind. They deal with a man of flesh and blood and not with an 
abstraction. Nothing could be clearer than what Marshall 
has to say on this matter in his Principles of Economics. The 
author, in spite of his excursions into the fields of psychology and 
biology, has not brought out any features of importance neglected 
by economists. On pp. 64 and 65 of Vol. I objection is raised to 
the determination of wages of labour without taking into account 
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the requirements of healthy family life and child-rearing. It 
is difficult to understand how the author could raise such an 
objection in view of the fact that all writers on Political Economy 
take this aspect of the matter into consideration when they are 
dealing with the question of the standard of living. Even at 
the risk of appearing pedantic we may quote the following 
remarks of Flux for the author’s benefit. ‘“‘ Wages must in 
fact cover the necessaries of the wage-earners and the dependent 
members of the class as well, those too young to earn, those 
engaged in rearing children, those too old to support themselves.” 
The author does not appear to appreciate the significance of the 
work of the leading English writers, and his attacks on them are 
pointless. 

Vol. II is a eulogy of communal conditions of life. The 
industrial organisation of the countries of Western Europe is 
criticised without a sufficient understanding of the spirit under- 
lying it. One may sympathise with the author that the railway 
engine, the steamship and the telegraph wire have broken the 
isolation of continents and disturbed the rest of peaceful little 
village communities, but it is difficult to see how a return to 
the simpler conditions of village life is possible when these 
destructive and highly desirable agencies are at work. The 
picture of the economic institutions of India that he draws is 
fanciful, and fits neither the fragmentary records that we possess 
of early conditions nor the living reality. What share in the 
culture of communal life could have been within the reach of 
ordinary persons like the members of the low castes? Even at 
the present day they dare not draw water from the same well, 
they dare not pollute the precincts of the village temple, they 
dare not take part in the feasts of the village, their children dare 
not sit with those of the higher castes to receive instruction in 
religious lore. As regards other communal benefits, the conduct 
of the village money-lender, not only now but from time 
immemorial, is an eloquent negation of the high maxims of the 
ethical code on which the author dwells. There is not, and there 
never was, organisation of agricultural credit on a co-operative 
and communal basis. Had it not been for the interference on 
the part of the foreign dispensers of law and justice, the bulk of 
the peasantry would have been delivered as chattels into the 
hands of the so-called suppliers of credit on a communal basis. 
One would like to know more from the author about the interesting 
process by means of which the Indians have conquered Matter 
through Spirit and Spirit through Matter. They have all along 
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prayed for more rain for the production of cows and wheat, but 
one may be pardoned for doubting whether any of these desirable 
goods have descended from above in response to such appeals, 
Famines have been a constant visitation, but until very recent 
times no measures of any importance were ever taken to divert 
the water of rivers flowing idly into the sea to agricultural land for 
the production of more cows and wheat. The author has been 
very much disturbed by the spectacle of the recent war and its 
after-results. Serious doubts arise in one’s mind as to whether the 
European patients for whom the prescription is written will be 
allured by the excellence of communalism. Certain it is that the 
industrialists of Western India would like to cure the evils of 
Western civilisation by the introduction of more civilisation—a 
hair of the dog that bit them. 

In conclusion, a tribute must be paid to the excellence of the 
volumes considered as a product of modern machines. They 
contain only a few misprints; e.g. on p. 272, Vol. I, Five- 
Feddan Law becomes Fide-Feddan Law; democratic becomes 
democrative, p. 5, Vol. II, and four pies appreciate in value 
and are equated to one anna on p. 184, Vol. II. The price of the 
two tomes is rather high in relation to the “specific worth ” of 
their contents. L. K. HyDER 


The Co-operative Movement in India. By Proressor PANCHAN- 
ANDAS Muxkuersi. Third Edition. Calcutta: Thacker, 
Spink & Co., 1923. Pp. lxxx + 468. 


THE third edition—which is, as the author explains, almost 
an entirely new book, so much of it has been rewritten—of 
Professor Mukherji’s well-known story of the progress and 
extension of what is called ‘‘ The Co-operative Movement in 
India ”’ will be welcomed by readers familiar with the subject 
even more than for the undoubtedly interesting narrative (in 
a book of almost official standing, bound to be both full and 
accurate), for the encouraging indication given in the well- 
framed counsel and warnings offered, that the Government is 
fully alive to certain dangers which at the present moment, at 
what may be termed a turning-point in its history, undoubtedly 
threaten the “‘ Movement,” and that it is generally in agreement 
with those well-considered warnings. 

The Co-operative Movement has in India run a course of 
singularly triumphal progress. Professor Mukherji is just a 
little incorrectly informed upon its origin and genesis. That 
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genesis was not in any wise due to the not very well conceived 
preachings and abortive experiments ventured upon in India 
here spoken of, but to the vigorous and judicious championship 
of the late Sir Charles Bernard, at that time at the head of the 
Revenue and Agricultural Department in the India Office, of a 
well-conceived proposal communicated to the Secretary of State 
in 1894. Readily seizing upon-this proposal under sound expert 
advice, Sir Charles worked that idea into practical shape, and 
procured its acceptance in principle. Then came the Conference 
at Simla in 1900 and the masterly perfecting and adapting work 
done by distinguished public servants—it will suffice here to 
mention the names: “ Ibbetson, Law, MacLagan and James 
Wilson,” and the idea became ripe for execution. 

The ‘‘ Movement ’”’ has achieved signal, in fact so brilliant 
and encouraging success, as to inspire that widespread and eager 
desire for its extension to a large number of other interests— 
besides that of ryot life and husbandry to which it has up to 
the present remained confined—which is now so noticeable in 
India. That desire is perfectly justified, and the remarkable 
number of interests to which it is directed should be welcome. 
For there is an immense amount of good and useful work waiting 
to be done in India that Co-operation, and perhaps only Co- 
operation, can successfully accomplish. But that, as Professor 
Mukherji evidently perceives—though he does not quite put his 
dots on his ‘“i’s”—the “Co-operative Movement in India” is, 
in its present form, not qualified to accomplish. Judged from 
a genuinely co-operative point of view it is, in fact, still so 
imperfect and wanting in the required effectiveness, as scarcely 
to deserve the name of “ Co-operative.” For ‘‘ Co-operation ”’ 
distinctly implies that the work done under it is done by 
the beneficiaries themselves, and under their sole, unfettered 
direction, on their own full responsibility. And that the “ Co- 
operative ” work now done in India most evidently is not. It 
consists in truth only of “ Co-operative’ methods borrowed 
from elsewhere and applied—in some cases in direct opposition 
to accepted ‘‘ Co-operative ” principles—by two distinct bodies 
of persons—beneficiaries on one side, and directing non-bene- 
ficiaries and patrons on the other. The cause of this, of 
course, is, as the Professor rightly points out, the as yet 
absolutely hopeless ignorance of the mass of beneficiaries, that 
is, the ryots, who have not the least inkling of what true “ Co- 
operation’? means—coupled with the laudable, but to some 
extent dangerous, eagerness of those administering the move- 
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ment to produce “ results.” There is, as Professor Mukherji 
clearly perceives, and emphatically insists, only one way of 
repairing this regrettable state of things, that is, by going to 
the root of it, and greatly extending Education. But such 
Education, the education of the ryot, wants to be in the main 
not the academic method commended by our author on the 
recommendation—very one-sided it is—of Dr. August Miiller, 
but really popular Education, what an American writer has 
termed “a veritable campaign of Education.” 

To produce the “ results ” sought the India officials have not 
unnaturally taken refuge in not a few cases in mechanical non- 
co-operative methods, which place the determination of what is 
to be done altogether out of the hands of the beneficiaries, who 
—as Mr. Collins points out—should above all things be taught 
‘to think and act for themselves,’’ in order to leave it in the hands 
of well-meaning but purely administering officers. Among such 
devices, perfectly suitable to the momentary position, but 
already taking too much the appearance of being designed for 
permanent acceptance, are the Guaranteeing Union and the con- 
centration of all executive power in the keeping of Central Banks, 
which are in truth conceived as, not the masters, but the servants 
of the body of members. These things cannot, so our author 
points out, be permanently maintained without serious damage 
to the principle of Co-operation. Ryots must under all circum- 
stances be made to learn what duties fall to their share as 
members, and led to execute them. 

That is one point rightly put into prominence by Professor 
Mukherji. 

However, the fact most in evidence to the public view in the 
present condition of the Indian ‘‘ Co-operative Movement ”’ is 
the feverish eagerness to apply ‘‘ Co-operative ’’ methods to, and 
infuse Co-operative spirit into, a large number of industries and 
businesses not yet brought under its sway, the number of which, 
as suggested, is really most creditable to Indian initiative. How- 
ever, when we come to an examination of the undertakings 
suggested, one by one, we are faced with some really grotesque 
aberrations of judgment. Observation—we cannot call it 
“study ’—of European methods of Co-operation has become 
a regular rage in India. Anglo-Indians appear captivated by 
the idea of singling out comparatively new departure for observa- 
tion and recommendation. They see State help largely applied, 
and on the other hand democratic seizing upon such developments 
as the bracciante movement, and, often enough on the ground 
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of pure pop-visit study or hearsay information, recommend these 
things impressively for imitation, without considering the seamy 
side of what they praise up, or the difference in circumstances 
prevailing. Native Indians are given to diving into the wonders 
of English and Scotch Wholesale Co-operation, the splendour of 
which dazzles their eyes to the carrying away of all judgment, 
and return home to preach the assumed all-saving advantages of 
concentrating upon “‘ Consumers’ ’”’ Co-operation on Manchester 
and Glasgow lines even in India, with its low standards of life— 
which is like recommending Gujerat husbandry on the tops of 
Himalaya mountains. It would do these hyper-enthusiasts good 
to hear the comments of the Manchester Wholesalers, who recently 
visited India, upon proposals to connect Indian Distributive 
Co-operation in a business way with the Manchester wholesale 
trade. 

India wants Distributive Co-operation, and ought to study 
gradually to acclimatise it. But that will have to be on the 
lines of Toad Lane, not of Balloon Street. Balloon Street 
splendours may come later. 

- Professor Mukherji perceives the unreasonableness of this 
newly generated megalomaniac raving, and warns against it 
seriously. He has good advice to give on alternative forms 
of Co-operation, and does excellent service in insisting upon 
the necessity of adopting Co-operative methods for the de- 
velopment of those “small” industries which are an Indian 
life-interest and, as we know from the highest authority, full 
of promise. He is thoroughly at home on this subject. Whether 
he is not over-sanguine in looking for early adoption of Labour 
Co-partnership in Indian factories, must be another question. 
But it is highly interesting to note the really rather surprising 
evidence of India Labour’s readiness to adopt bracciante and 
similar methods of Co-operative Labour-autonomy, supported 
by Mr. Strickland’s remarkable instance of such operation already 
practised in Cashmere. Professor Mukherji might have gone 
further than he does on the point of our fondness for copying foreign 
methods, and insisted that the time has now come when, a good 
enough foundation having been laid, Indian Co-operators should 
study to make Indian Co-operation, not a copy of European, but 
to give it a racy, native character, an Indian speciality. 

Omnivorous devourer of Co-operative literature as he appears 
to be, the Professor, it seems, has still to learn that European 
Co-operative partisan writers cannot be depended on on all points 
implicitly. Allusions made by him to what is going on in France 
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and Germany suggest this. However, this is a very minor point 
in a literary product of unquestionable value. 
Henry W. Wotrr 


A Critique of Economics. By O. Frep Bovucke, Professor of 
Economics at Pennsylvania State College. (New York: 
The Macmillan Company. 1922. Pp. i-viii + 305.) 


Tue task which Professor Boucke has attempted in this work 
is one well worth attempting. Professor Boucke cannot, however, 
be congratulated on its successful accomplishment. He has read 
widely in Logic, Psychology and Epistemology, but the gift of 
communicating his accumulated knowledge to others he does not 
possess. He writes, too, in an appalling jargon. His work, 
however, is not without merit. It should be very useful as an 
irritant. Regarding it in this light, I content myself with stating 
its main points. 

The object of A Critique of Economics is to show what changes 
are necessary to bring Economics into harmony with current 
facts and concepts in allied sciences. Statics and the mathe- 
matical method, price mechanism, laws of income, valuation 
and productivity—all of these hinge on theories, framed not by 
economists primarily, but by thinkers in alien fields. Changes 
in these theories must affect Economics. Especially important 
are changes in theories of human nature. The rejection of 
eighteenth-century ‘sensationalism ’’ has proved fatal, not 
only to many economic “laws,” but to all that is important 
in the orthodox methodology. The relation of induction to 
deduction, of statics to dynamics, and of statistics to induction 
must be restated. Professor Boucke attempts to use his extensive 
knowledge of recent psychological literature, not merely to 
criticise economic doctrine, but to sketch a new economic 
methodology. 

In the criticism of economic doctrine, which occupies the first 
part of his work, Professor Boucke devoted chapters to Valuation, 
Price, Distribution and Production. His thesis is that the 
groundwork of orthodox Economics has gradually crumbled, 
because of changes in sciences, basic to the old discipline of 
catallactics. On the subject of valuation he concludes that the 
recent work of psychologists has shown clearly that intensities 
of wish or want, such as the economist is interested in, are not 
ascertainable by any known methods. Valuations and wants 
are too elusive, too complex and too individual to be useful for a 
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science of catallactics. The derivation of laws of price from a 
study of human nature must be held impossible. But even apart 
from its unsound psychological basis, the accepted theory of 
price can no longer hold for other reasons. Price is a resultant 
of far more facts or events than the traditional analysis has 
permitted us to understand. We have no right to picture all 
elements as working through supply and demand. A variety of 
facts, physical and otherwise, must be considered, if a law of price 
is to be discovered. An abstract price analysis has the virtue 
of simplicity, but what if this is its only virtue? So much for 
Price. With regard to Distribution if we revise our idea of 
causation in the light of prevailing conceptions of scientific 
knowledge, we must abandon a theory of imputation, either as a 
causal or an ethical fact, in order to find thereby the specific 
contributions made by an individual agent of production. Having 
disposed (as he believes) of the ‘‘ fundamentals ” in the accepted 
theory, Professor Boucke delivers his verdict on “ Marginism.” 
Now that he has conclusively shown the unsoundness of their 
psychological premises, “ Marginists” must abandon the 
“ Margin ”’ as a standard for measuring differentials. ‘Margins,” 
however, Professor Boucke admits, do mean a refinement of 
analysis, but they provide no ultimate scientific explanation. 
They are a device for dialectics, a fiction convenient for mathe- 
maticians engrossed in “ functions,” but hardly a solid basis for 
generalisations. Price, income and productivity laws, in fine, 
are not what they seem to be. Real quantitative laws have not 
been found in these divisions of Economics. 

In the second part of his work Professor Boucke turns to 
problems of methodology. He examines the principles of 
inference from the psychological standpoint, though with due 
regard for the purely logical side. He discusses law and causation. 
He considers the methods by which science in general arrives 
at laws and decides upon causal connections. Finally he applies 
his conclusions to Economics in particular. 

Professor Boucke’s position is this : the orthodox methodology 
of Economics rests on that very psychology which few to-day 
deem worthy of serious consideration. Sensationalism, a formal 
logic, handed down from the Middle Ages and a theory of induction 
whose canons John Stuart Mill has given currency—these are 
the backbone of the orthodox methodology. But if Economics 
is to become, more strictly than heretofore, a factual science, 
reducing abstractions to a minimum and taking the world in 
substance as it is, the key to an economic methodology will lie 
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in modern psychology, in the observation of what science actually 
does to obtain its generalisations, and in a careful examination 
of law and causation, free from all historical bias. The distinction 
between causation and law, except as aspects of one and the 
same situation, the distinction between law and correlation, in 
the sense that one is causal, but not the other, must be abandoned, 
Abandoned, too, must be the sharp separation of induction and 
deduction and the designation of Economics as a deductive 
science with a purely conceptual basis. Lastly, we must cease 
to recognise two kinds of economic laws, the static and the 
dynamic, with the implication that the former is either self- 
sufficient or a necessary adjunct of economic research. If we 
wish to correlate social events as they occur, we cannot count 
on the restriction of the number of factors that the advocates 
of statics demand. Statics must be eliminated by studying 
things exactly as they are, irrespective of their intricacies. 
J. LEMBERGER 


Argonauts of the Western Pacific. By B. Matrnowskx1, Ph.D., 
D.Sc. With a Preface by Sir Jamzs Frazer, F.B.A., F.R.S. 
(London: Routledge; New York: Dutton & Co. 1922. 
Pp. xxxii -++ 527.) 

“THE primitive economic man,” as he appears in the hand- 
books of Economics of half a generation ago, is a rational being 
with very few needs, which he satisfies by the simple procedure 
of stretching out his hand for the abundant fruits of Nature— 
if he is fortunate enough to live in bounteous tropical countries— 
or of tightening his belt if he lives in less hospitable regions. 
Professor Karl Biicher of Leipzig (an economist endowed with 
more than usual insight and ethnological knowledge) has shown 
us in his Industrial Evolution an extremely simplified picture of 
primitive economic life. The earliest stage lacks, according to 
him, all economic organisation, is in fact pre-economic, and in it 
we have to imagine the savages collecting individually their food 
and their most primitive utilities. Then follows the stage of the 
self-sufficient household economy in which the tribe consists of 
domestic units only, each supplying its own wants. But the 
social school of economists (cp. Schwiedland Anfdnge und Wesen 
der Wirtschaft, 3rd edition, Stuttgart, 1923), as well as some 
anthropologists, who took more careful stock of economic problems 
(Hobhouse, Vierkandt, Thurnwald), have come to challenge these 
conclusions and have shown that there is a vast borderland 
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between economic and other social activities, very important 
for the earlier stages of evolution and conspicuously differentiated 
and organised. Now a field ethnologist, educated and lecturing 
at the London School of Economics, is able to substantiate with 
considerable wealth of material these conclusions. In a significant 
preliminary article published in the Economic JouRNAL (March 
1921), Dr. Malinowski examined some systems of Western 
Melanesia, and comes to the conclusion that “‘ primitive economics 
are not by any means the simple matter we are generally led to 
suppose. In savage societies national economy certainly does 
not exist, if we mean by the term a system of free, competitive 
exchange of goods and services, with the interplay of supply and 
demand determining value and regulating all economic life.” 
But “ we find a state of affairs where production, exchange and 
consumption are socially organised and regulated by custom 
and where a special system of traditional economic values governs 
their activities and spurs them on to new efforts. This state of 
affairs might be called Tribal Economy.” 

In the present book Dr. Malinowski describes in a detailed 
manner a remarkable type of exchange called by the natives Kula. 
This exchange has a semi-ceremonial and semi-economic character. 
Economic in so far as the natives manufacture goods, organise 
some of their institutions and act under the stimulus of value. 
Ceremonial in so far as the objects have no practical use, but play 
some part in their tribal festivities and rites. The main value 
of these objects, however, which are ornaments but seldom used 
for personal decoration, lies in the traditional prestige associated 
with their possession. These objects of value travel along an 
extensive trading route which embraces many communities 
living on several archipelagoes, to the north-east of New Guinea. 
** Each of these articles, as it travels in its own direction on the 
closed circuit, meets on its way articles of the other class, and is 
constantly being exchanged for them. Every movement of the 
Kula articles, every detail of the transactions, is fixed and regu- 
lated by a set of traditional rules and conventions, and some acts 
of the Kula are accompanied by an elaborate ritual and magical 
ceremony.” 

Several features in this institution will no doubt appear of 
importance to economists. First the large size of its sociological 
and geographical extension. Accustomed as we are to think of 
native institutions in terms of considerable limitation, it is 
interesting to find among savages a truly international pheno- 
menon, which must have contributed a great deal to the mixture 
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and spread of culture. For an economist this is the more remark- 
able, as the stimulus in this institution is provided by a specific 
desire for gain. The savage psychology of gain and value, the 
attitude of primitive man towards wealth, economic prizes and 
valuable ornaments is brought to light in this work by a detailed 
and convincing analysis. For Dr. Malinowski has studied the 
savages at close quarters, remaining in the same tribe for 
months and years and, in the words of Sir James Frazer, “ he 
has done his work under the best conditions and in a manner 
calculated to secure the best possible results,” living “‘ as a native 
among the natives, watching them daily at work and at play, 
conversing with them in their tongue, and deriving all his infor- 
mation from the surest sources.” 

The results that we are given—a great number of magical 
spells, a series of intimate observations on economic psychology 
among savages, some statistics, synoptic tables and other docu- 
ments—will serve to reconstruct our idea of primitive economic 
man. Weare shown the strange mixture of greed and generosity, 
the expenditure of effort and the stinginess of foresight, the love 
to grasp and the passion to bestow, in all their complexity and 
unexpected interplay. In chap. vi. the author gives an altogether 
novel version of the psychology of gift and exchange, and shows 
that there exists an elaborate system of economic transactions, 
performed to satisfy the savages’ vanity, his desire for display 
and a truly millionairish mania of keeping constantly in the 
public eye by sheer lavishness. 

Again, the notion of primitive communism is shown up and 
dissected into its true constituent parts. We are left with the 
impression, that in a fight of principles a savage would rather 
range himself on the side of the bourgeois than of the bolshevik. 

The book will prove valuable in many respects, not only to 
those who are interested in primitive economics or in industrial 
development, but also to those who wish to widen and test the 
conceptions of value, utility and the other fundamental principles 
of economics. EUGENE SCHWIEDLAND 


Histoire des Corporations de Métiers. By E. Martin Satnt-Liéon. 
(Librairie Felix Alcan, 30 fr.) 


THE appearance of the third edition of M. Martin Saint-Léon’s 
Histoire des Corporations de Métiers presumably means that what 
has long been the standard history of French gild organisation 
has now assumed its final form. It is a book to which there is 
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no complete parallel among English economic histories. Pro- 
fessor Unwin has written masterly studies of gild development 
in a particular city, London, and for the period from the fifteenth 
to the seventeenth centuries. Professor Ashley has given one 
of his most illuminating chapters to the subject. A number of 
different writers have produced accounts of the gild history 
of particular towns and trades. But since Brentano first broke 
new ground in his celebrated essay nearly two generations ago 
no one, so far as I am aware, has attempted to tell the story 
of English gilds from start to finish in the manner which 
M. Saint-Léon has undertaken for France. 

This method has its disadvantages. Like the phrases ‘“‘ open- 
field tillage ” and “‘enclosure,”’ the word “gild”’ implied widely 
different types of organisation at different periods, and the reader 
who follows it from the twelfth century to the eighteenth must 
constantly remind himself that, though the name remains, the fact 
has changed. Nor can any institution be handled satisfactorily 
unless it is related to the other phases of the economic environ- 
ment in a way which is hardly possible in a history covering, if 
one includes the introductory chapters on origins, the best part 
of a thousand years. But, when all is said, the advantages of a 
continuous history, at least in M. Saint-Léon’s hands, outweigh 
its drawbacks. To judge a movement or an institution fairly 
one must have its whole life before one. Some not unimportant 
misconceptions as to the English “ gild system ’”’—if a discredited 
phrase may be permitted—would have been avoided, if it had been 
studied in the period of its decay in the later seventeenth and 
eighteenth centuries as fully as at its zenith in the later Middle 
Ages; and not the least instructive chapters of M. Saint-Léon’s 
book are those in which the interest is almost pathological— 
in which the “ fraternities ’’ (though the word does not seem to 
have been used in France) are shown labouring heavily in the 
organised torpor of their economic egotism, the butt of intel- 
lectuals and an offence to social reformers. When the length 
of the period covered is considered, the quality of the book is 
very high. The author, in addition to being himself familiar 
with the more important original sources, has kept abreast with 
scholarship in France and abroad, with results which are incor- 
porated in this edition. The apology with which, on page 618, 
he begins an “‘ epilogue ” of over 140 pages, carrying the history 
of the ‘‘ idée corporative”’ from 1791 through the trade union 
and syndicalist movements down to 1922, is not needed; for 


the recent history, though necessarily somewhat summary, is 
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excellently done. Altogether, M. Saint-Léon’s book deserves 
to stand side by side with those of Levasseur as indispensable to 
every student of the economic and social history of France. 

It would be absurd for one who has not travelled over the 
same ground to attempt to discuss M. Saint-Léon’s conclusions 
in detail. The gild merchant first appears in France at St. Omer 
and Valenciennes in the last quarter of the eleventh century— 
the date when the earliest English gild merchant (that of Burford) 
is first mentioned, and at the beginning of the next century the 
Parisian marchands de l’eau, or Hans, are in possession of large 
privileges. The earliest craft gild appears to be that of the 
cordwainers of Rouen, mentioned in a charter of Henry I; a little 
later several craft gilds are found at Paris, and in the last half 
of the century they spread rapidly. The points which have 
produced most discussion in connection with the problem of 
origins are probably two :—Can any connection be traced between 
French gilds and Roman collegia ? what relations had the craft 
gild to the gild merchant? On the first, M. Saint-Léon 
steers a middle course, arguing that in certain cases (e.g. the 
Parisian marchands de l'eau) direct descent is probable, dismissing 
the theory, which attempts to find a seigneurial origin for 
gilds, and urging that their origin was in fact complex—linger- 
ing Gallo-Roman traditions of professional association combining 
with Germanic and Christian influences, and both being stirred 
into life by the communal movement. On the second he speaks 
with perhaps unnecessary diffidence. As far as England is 
concerned, Bretano’s view that the craft gilds originated in a 
revolt of artisans against a dominant class of merchants has long 
been discarded, and M. Saint-Léon does not adduce any evidence 
suggesting that it is more applicable to France. 

Nearly three hundred pages, including appendices on the 
history of particular localities, are given to gild organisation in 
the thirteenth, fourteenth and fifteenth centuries. This part 
of the book is admirable. An analysis is offered of gild rules, of 
the relation of gilds to public authorities, of the different classes 
composing them, and of the policy of the state when, after the 
middle of the fourteenth century, state policy becomes important. 
Naturally, it raises points on which opinions will differ. 
“Etudier histoire des métiers, c’est donc étudier dans ses 
sources les plus profondes Vhistoire du peuple.” But what 
proportion did the members of craft-gilds form of the total 
population of medieval France or England? It is conceiv- 
able, at least, that they were a comparatively small working- 
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class aristocracy. M. Saint-Léon supplies some valuable figures 
from a tax roll of 1292, which throw some light on these questions. 
The total number of gilds then in existence at Paris appears to 
have been 128; the total number of masters is estimated as 
approximately 5000 out of a population which, it is sug- 
gested, may have been about 215,000. He is doubtless correct 
in emphasising the smallness.of the number of journeymen in 
comparison with that of the masters. But is it equally certain 
“qu’au moyen Age (abstraction faite des villes de Flandre) il 
n’existait par encore un prolétariat”’? Italy should be added to 
Flanders as an exception, and, even so, the matter is one on 
which a good deal more evidence is wanted. It may be questioned, 
again, whether M. Saint-Léon’s interpretation of gild-rules as to 
hours and wages is not somewhat too optimistic. ‘“‘ Du reste, tout 
ce petit monde antique était fortement imbu des idées chréti- 
ennes sur le juste salaire et le juste price; .. . un régle puissante s’im- 
posait & tous et d’une maniére générale exigeait pour chacun le 
pain quotidien promis par l’Evangele.” The document which he 
quotes to illustrate the fixing of a minimum wage is an arbitration 
of 1270 for the weavers. But, owing to the peculiar organisation 
of the textile trades, it was common in England, at least, to fix 
minimum rates for weavers at a time when maximum rates were 
being fixed for workers in other industries, and it would not be 
safe to infer that this particular case represented a general policy. 
The great ordinance of 1351, which is the French version of 
the Statute of Labourers, fixed a maximum wage, and it is 
probable that, as in England, gilds, governed as they were by 
masters, normally did the same. The truth is that in the thir- 
teenth and fourteenth centuries the wage-problem, owing to the 
ease with which a man could set up as master, was normally one 
of the scarcity of labour rather than of its abundance. 

Down to the end of the sixteenth century the gild history of 
France goes, with minor variations, through almost exactly the 
same phases as that of England: the extraordinary similarity 
in the economic history of European nations suggests, indeed, how 
misleading economic histories which are planned on lines of nation- 
ality almost inevitably are. Gild ordinances are almost identical ; 
in the fifteenth century there is the same closing of the ranks and 
imposition of heavy charges on the would-be master, the same rise 
of journeymen’s organisations within the gilds, and the same 
attempts of the authorities to suppress them. In France as in Eng- 
land, the State assumes a new relation to industry in the sixteenth 
century, and, in doing so, finds itself committed to interfering with 
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gild organisation, limits in 1577 the fees which may be demanded 
of apprentices, and tries to make the gilds the instrument of a 
national system of industrial control by the ordinances of 158] 
and 1597. The latter present some analogy to the policy of the 
Statute of Artificers; still more, perhaps, do they resemble the 
various measures by which in the sixteenth century Parliament 
attempted to bring rural industries under municipal control, 
The special characteristic of the later gild history of France is 
the predominance at every turn of the fiscal interests of the State, 
which has its English parallels in the screw which Elizabeth 
and the first two Stuarts turned on the City Companies, but which 
the civil war prevented from reaching the portentous heights in 
England which it achieved in France. The expedient of selling 
lettres de mattrise had been begun as early as the reign of Louis XI. 
In the seventeenth century the gilds slid into the position of 
being the milch cows of the Government. Colbert’s edict of 1673 
requiring general enrolment in gilds was merely one of a long 
series of similar measures the objects of which, however, concealed 
beneath lofty phrases, were primarily fiscal. 

The history of the French gilds in the eighteenth century is a 
melancholy one. But it is highly instructive to English readers. 
For, while in contemporary England the remnants of gild organ- 
isation were little more than an antiquarian curiosity which might 
arouse the indignation of economists like Tucker, but which had 
little practical importance, in France the gilds stood stiffly on their 
ancient privileges, were attacked and defended on high grounds 
of social theory, and, finally, fell with a crash in 1791. The 
controversy lasted for about forty years, became a test case in 
the struggle between reformers and the economic policy of the 
ancienne régime, and enlisted men of first-rate ability on both 
sides of the question. Thanks to the famous edict of Turgot, 
and to the victory of its policy after the fall of its author, the 
arguments of the prosecution are known better than those of the 
defence. But the champions of the latter were prepared to meet 
the storm by making concessions; Delacroix’s pamphlet, which 
appeared in 1776, was a plea for conservative reform; and 
M. Saint-Léon evidently thinks it a misfortune that Turgot did not 
attempt to find a compromise: ‘“ Supprimer, au lieu de les 
conserver en les transformant, les institutions corporatives .. . 
abandonner l’artisan aux suggestions mauvaises de l’isolement 
social et de l’individualisme, c’était peut-étre . . . faire acte 
d’imprévoyance et léguer 4 l’avenir un dangereux héritage.” 
The verdict is not unlike that of the Hammonds on the Enclosure 
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Acts, and it finds some support in the large number of cahiers which 
demanded in 1789 that gilds and companies should be reformed 
without being abolished. Whether that policy was possible in 
the seventies is another question: Maurepas’ experiment in 
reconstruction, which followed the fall of Turgot, does not seem 
to have been a success. In 1791 it was too late even to suggest 
it. They were abolished in March of that year as an incident 
in the passage of a finance bill. Three months later the policy 
of freedom of contract was carried to its logical conclusion in 
the measure introduced by le Chapelier forbidding ‘citizens of 
the same profession” to take common action sur leur prétendus 
intéréts communs. 

The phrase, with its vast implications, is a landmark in social 
theory. The remaining chapters of M. Saint-Léon’s work, in 
which he describes the trade union movement and legislation of 
the nineteenth century, are a commentary upon it. Admirable 
in their lucidity and detachment, they are a fitting conclusion 


to a fascinating book. 
R. H. TAwNEY 











NOTES AND MEMORANDA 


LEAGUE OF NaTIons: EconomMICc AND FINANCIAL COMMISSION 


Report on Double Taxation submitted to the Financial Committee 
by Professors Bruins, Einaudi, Seligman, and Josiah Stamp, 
K.B.E.4 


An unfettered local income tax system is unthinkable in this 
country for the simple reason that, important as are the interests 
of each local authority, they are, quite rightly, regarded as of far 
less importance than the common interests of the nation. In 
the international field there is no such super-national authority, 
and, as a consequence, the task of correlation is at once more 
delicate and more difficult. So, with a view to finding some 
solution to the ‘‘ Double Taxation” problem, the League of 
Nations Financial Committee appointed in 1921 a committee of 
four ‘‘ experts ’—the authors of this Report—to report upon the 
matter. To sum up the terms of reference, they were asked to 
explore the economic consequences of “double taxation,” to 
formulate general principles as a basis of possible international 
agreement, and to report on methods. 

After correspondence, and a conference at Geneva in March 
1923, the ‘“‘experts’’ made their report, which is divided into 
three parts : 


(1) Economic consequences of International Double Taxa- 
tion. 
(2) General Principles which govern International compe- 
tence in Taxation. 
(3) Application of the Foregoing Principles. 
And these three parts, as might have been expected, make up a 
very incomplete whole. In view of the fact that the interests of 
Italy, Holland, the United States and this country all differ—in 
particular those of Italy from the others—it is surprising, how- 
ever, that agreement should have been reached at all. 
Part I comprises seventeen pages, and although there is little 
in it that will be new to the expert reader, it may be said to be 
the most careful and complete analysis of the consequences of 


1 League of Nations Publication, E.F.S., 73, F, 19, Two shillings. 
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“double taxation”’ that has been published. Two classes of 
consequences are distinguished : 


(1) Taxes as burdens upon existing economic rewards ; 
(2) Taxes as a burden upon new or potential economic 
intercourse ; 


and it is pointed out that for most administrations—they might 
well have said all—it is well-nigh impossible to differentiate the 
relief given ‘‘for all future time” between two sections of one 
class of wealth according to a date of origin. They endorse the 
conclusions expressed in the Note on the Effect of Double Taxation 1 
as to the effect of new or increased taxation upon capital invested 
from abroad prior to and after the tax. The position is summed 


up as : 


(1) Any non-resident investor placing his investment in 
Morania (the country of investment), knowing it will be subject 
to taxation there, throws back upon the borrower the burden 
of the Moranian tax primarily or apparently placed upon him- 
self (the non-resident investor), and, as an investor, is not in 
this event subject to double taxation (Paragraph 8 of the Note). 

(2) Taxation imposed in Morania on investments placed 
there by investors of other countries will act as an impediment 
to the movement of capital to Morania. The reason of this 
restriction of movement is that a marginal quantity of the 
(e.g.) British capital has by reason of the imposition of the 
Moranian tax (contracted with freedom from such taxation) 
been induced to seek other fields of investment (Paragraph 12 
of the Note). 

(3) Any relief from double taxation given in order to 
encourage the movement of capital which, in the absence of 
such relief, finds it unprofitable to move must be extended on 
practical grounds to all investments, whether old ones or new. 

(4) Taxation imposed in the country of investment, after 
the date of investment, of a weight greater than that antici- 
pated or provided for by the investor will impose double 
taxation in a true sense, from which the investor will find it 
difficult to escape owing to the effect of amortisation (Para- 
graph 21 of the Note). 


The above being adopted as premises, it is contended that the 
following conclusions are their logical outcome : 


(1) Taxation in existence at the time of investment is no 
burden, but is in the nature of a barrier to investment. 

(2) Investments in existence when taxation is imposed 
suffer a burden. 


1 Note on the Effect of Double Taxation upon the Placing of Investments Abroad. 
Submitted by Sir B. P. Blackett. (League of Nations, E.F.S., 16a, A, 16a.) 
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The general result of the inquiry into the position of the 
foreign investor is to indicate that the power to tax him is very 
limited so far as Morania, a debtor country, is concerned; whilst 
the new tax will be an economic handicap to the Moranians 
themselves, by increasing the foreign interest rate and, conse- 
quentially, also the local interest rate. Upon the whole, then, a 
debtor country like Morania should be exceedingly chary of 
levying a new tax upon foreign investments. 

The authors, however, point out that there are some limita- 
tions to the extreme doctrine that the investor throws back 
upon the debtor country the burden of the new tax, and six 
cases are mentioned. Of these, one in particular is worthy of 
mention. It arises from the fact that there is often an element 
of compulsion about the employment of additional capital in an 
existing business, and, although the vagaries of foreign Govern- 
ments are one of the risks of foreign investment, it may be 
admitted that this is perhaps the hardest case of all. The factor 
of compulsion is particularly prominent where the main part of 
the capital employed is represented by immovable assets, e. 9. 
the case of a telephone company in a growing centre. Here the 
need for additional capital expenditure tends to be continuous, 
and it may well be that the foreigner cannot “ get out ” except 
upon ruinous conditions. A new income tax may well be a 
crushing burden. But so may a new municipal tax based upon 
gross receipts, especially where, as often happens, the power to 
increase rates is refused. 

Summing up, the experts agree : 


(1) That in most cases the imposition of a new or higher 
tax penalises the existing non-resident investor. 

(2) That subject to certain limitations, it prevents non- 
residents from making a new investment unless the terms 
offered by the borrowing country are such as really to throw 
back the burden of the tax upon the taxing country. 


As regards the imperfection in amortisation, the conclusion 
come to is that it is unimportant. One of the factors mentioned 
will, however, strike anyone who has considered the matter as 
being the reverse of unimportant. Up till now it has been 
assumed that the non-resident investor who did not anticipate 
the tax will be hit, and that if he tries to sell out the loss will be 
capitalised in the price. But this will not be the case if the tax 
is part of a general Moranian income tax. A resident there can 
buy the investment and only pay the one tax. In other words, 
the capitalisation doctrine in such cases only holds as regards 
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non-residents in so far as the throwing of investments upon the 
Moranian market may depress local capital values and so increase 
the local rate of interest. 

The Report puts quite well a conclusion which, whilst not 
new, is generally overlooked : 


Hence, double taxation sets up, first, a tendency for new 
investments to be restricted to capital available within the 
borders of the country itself. It acts like a tariff for concen- 
trating manufacture within the country and restricting inter- 
national intercourse. It sets up a tendency for old investments 
to change ownership from foreigners to Moranian investors 
and to make the country still more self-contained. 


Upon the whole it may be said that, looking at the matter 
from the standpoint of a pre-eminently creditor country, there is 
very little case for upsetting an efficient tax system in order to 
secure any mild benefits that may arise from ‘“ double taxation ”’ 
relief. There is, however, another reaction of which the experts 
are well aware, which should be mentioned. The non-resident 
owner of the investment can avoid the double tax by becoming a 
Moranian or, at any rate, taking himself outside the ambit of the 
British tax. In the case of a business, this means the transfer of 
“eontrol,” a development which has been somewhat marked of 
recent years and is supplemented by numerous cases where, with 
a view to escaping taxation, enterprises that would otherwise be 
British are foreign ab initio. 

The Second Part of the Report deals with ‘‘ General Principles 
which govern International Competence in Taxation,” and the 
preliminary objection may be taken that the heading is misleading. 
It is true that by the terms of reference the experts were asked 
to try and formulate general principles, but it would surely have 
been more scientific for them to have admitted as a preliminary 
that there are no such principles universally recognised as such 
and that what they have done is to try and formulate some. 
This, however, is not the attitude adopted and, as a consequence, 
there is much “ telling’ where “ arguing’ would perhaps have 
been more warranted. 

After a brief reference to earlier theories the “ faculty theory 
or theory of ability to pay ” is declared to hold the field to-day. 
To the objection that faculty does not attach to things and 
many taxes are imposed upon things, the old rejoinder is made 
that “all taxes are ultimately paid by persons.” But the 
objection may be urged that whilst the experts are professedly 
dealing with taxation in general, their analysis is scarcely 














570 THE ECONOMIC JOURNAL [DEC, 


applicable to a large part of the subject. Protective tariffs take 
small count of resultant misery amongst foreign producers and not 
much more of the hardship to consumers; whilst taxes like the 
Indian salt tax show that necessity has to ignore consequences, 
Of course, amongst the residents of a rich country, there may be 
a careful graduation according to faculty, but taking the world 
as a whole there is and has been scant recognition of the capacity 
of non-residents. There is a further point. Taxes laid upon 
things must, of course, be paid by persons; but the ordinary 
layman is apt to overlook the fact that a company with 10,000 
individuals as shareholders is but one legal person. By person 
he means individual, and it is not true that all taxes are paid by 
individuals. The taxation as income of the whole of the profits 
of a company, irrespective of the fact that a large part may be 
capitalised and never distributed as dividends to the shareholders, 
is a very important element in the practical aspect of international 
income taxation, and is, as at least one of the experts knows 
quite well, a factor which leads an increasing number of British 
companies to “ go foreign.” 

Upon what principle, then, should a person be taxed whose 
interests are international ? A number of principles are examined. 
Discussing political allegiance, it is suggested, although no 
evidence is given, that in modern times the force of political 
allegiance has been weakened. Whether this is so or not would 
appear to be immaterial. As a principle of taxation political 
allegiance by itself is not effective, for the simple and sufficient 
reason that in all ages collection of taxes without the agency of 
force has been a barren business. Without an effective ‘‘ reme- 
dium ”’ the “‘ jus ” is not worth much. 

Temporary residence is next considered as the criterion of 
taxability and dismissed, the commercial traveller being used as 
the case which reduces it to absurdity. But sovereignty, as 
exemplified by a robber chief astride a caravan route, would not 
think it absurd at all. What the latter would object to is sharing 
his levy with the other Governments within whose territory his 
“ guests’? had been trading. Temporary residence breaks down 
more as a practical proposition than anything else. 

The third possible principle discussed is that of domicile or 
permanent residence; and it is claimed that this gets further 
away from the idea of political allegiance and closer to that of 
economic obligation. This principle, in its turn, is found to be 
unsatisfactory. ‘‘ For, in the first place, a large part of the 
property in the town”—‘‘town” seems to be a slip for 
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“country ’—“ may be owned by outsiders,’ and permanent 
residents might be unable to furnish sufficient revenue; whilst if 
the income of the residents is derived mainly from outside sources, 
the Home Government would gain at the expense of its neigh- 
bours. The absentee Irish landlords are given as an illustration 
of the fact that there may be tax obligations upon non-residents, 
whilst it is quite clear that neither Brighton nor Doncaster 
could give up the main source of its revenue. 

Location or origin is next examined and the difficulties and 
drawbacks pointed out. The authors conclude that this, there- 
fore, cannot be regarded as the sole test. Residents owe some 
duty to the place where they live irrespective of the sources 
whence their income is derived. 


Practically, therefore, apart from the question of nation- 
ality, which still plays a minor role, the choice lies between 
the principle of domicile and that of location or origin. Taking 
the field of taxation as a whole, the reason why tax authorities 
waver between these two principles is that each may be 
considered as part of the still broader principle of economic 
allegiance, as against the original doctrine of political allegiance. 
A part of the total sum paid according to the ability of a 
person ought to reach the competing authorities according to 
his economic interest under each authority. The ideal solution 
is that the individual’s whole faculty should be taxed, but 
that it should be taxed only once, and that the liability should 
be divided among the tax districts according to his relative 
interests in each. 


The above passage is, perhaps, the most important in the 
whole Report. In it is born the new principle—Economic 
Allegiance. This is expounded at considerable length and its 
many virtues described. Nevertheless, the reader may, perhaps, 
be excused if he remains entirely sceptical, especially in view of 
its authors’ confession at a later stage. As regards the suggestion 
that this new principle has replaced the principle of political 
allegiance, it is not proved that the latter ever was a dominant 
principle. Allegiance implies mutual obligations of a definite 
character, but there does not seem to have been much of this 
relationship between the King and the Jews prior to their expul- 
sion, whilst the claim by the Crown that the taxation of foreign 
merchants was a matter of prerogative and outside the province 
of Parliament was an obstacle to the latter’s control of taxation. 
As a substitute for political allegiance it is submitted that the 
underlying principle of taxation is sovereignty and that this 
covers all taxes, whether income taxes or tariffs. It may well be 
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that the ideal tax system, which, after all, must be a matter of 
results, can be most nearly approached by an eclectic method, 
and, in view of the multifarious taxes in existence, the statement 
that the tax authorities waver between domicile and origin as the 
principle is hard to understand, unless by “‘ tax authorities ”’ is 
meant not “ taxing authorities,” but “ authorities on taxation,” 
e.g. the experts. 

The last two sections of the passage are somewhat am- 
biguous if taken together. The penultimate one suggests 
an international conception of faculty and a uniform scale of 
tax rates. Faculty, from a survey of international taxation, is 
about as definite as ‘‘ the size of a nut.” In the case of income 
arising in different states with different conceptions of taxable 
capacity, which of the conceptions is to be the determining 
factor? The last sentence suggests that income is to be appor- 
tioned amongst the countries in which it arises and that each 
should deal with its share independently ; and this interpretation 
finds support in later parts of the Report. Such a scheme is 
open to as many objections as the other. It is a moot point 
whether the individual ability of the non-resident should be 
considered in the case of income taxation any more than in the 
case of a tariff. Assuming different effective rates of tax, human 
nature would cause a tendency for income to flourish most where 
the burden was lightest, and this tendency would, of course, be 
resisted by the administrations affected. The amount of irrita- 
tion caused to the taxpayer would inevitably be great; but the 
practical outcome would be like a granting of the old prayer, 
“Tf I must die, let my death come from Spain.” 

Having laid down the principle of “economic allegiance,” 
the authors proceed to examine it, and the problem is stated to 
consist in ascertaining where the true economic interests of the 
individual are to be found : 

It is only after an analysis of the constituent elements of this 
economic allegiance that we shall be able to determine where a 
person ought to be taxed or how the division ought to be 
made as between the various sovereignties that impose the tax. 

Starting with the assumption that ‘“‘ economic allegiance ”’ is 
the principle to be adopted by the competing authorities, the 
authors proceed to subdivide it into four elements which are 
subsequently embodied in four test questions : 

(1) Where is the yield physically or economically produced ? 
(2) Where are the final results of the process as a complete 
production of wealth actually to be found ? 
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(3) Where can the rights to the handing over of these 


results be enforced ? 
(4) Where is the wealth spent or consumed or otherwise 


disposed of ? 
With regard to these questions the Report states : 


It is important, therefore, to keep in mind the exact mean- 
ing of each of the four factors in economic allegiance, and in 
every particular case to attempt to estimate the relative weight 
to be attached to each of them. Upon the decision as to the 
relative importance of these four factors depends the entire 
question of taxation or remission. 


The authors, however, realise that there may be practical 
difficulties. Assuming that the relative weights have been 
ascertained, the question is what to do with them when you 
have got them. 

Where all four factors are in agreement, no difficulty can 


arise; where they are in disagreement, a choice must be made 
between them or a compromise must be adopted. 


Discussing the relevance of the foregoing to different taxes, it 
is pointed out that countries with different systems will have 
divergent outlooks. In the case of the income tax, where the 
ultimate profit is dependent upon a series of operations in different 
countries, it is admitted that the allocation of profit to the 
different stages ‘“‘ may be said almost to baffle analysis.” As an 
actual practical matter the ‘“‘ almost ” would seem to be unwar- 
ranted. 

In so far, therefore, as the problem of taxation is a problem 
of taxing income, it may well be that the determination of 
these different classes of economic allegiance is not merely 
exceedingly difficult in practice, but not always determinable 
in economic theory. 


If the problem is difficult in the case of a highly developed 
income tax with an all-inclusive conception of income, it is even 
more so in the case of the countries which are more backward. 


Countries of origin, such as tropical and agricultural countries, 
see only the beginnings of production; recipients of the final 
wealth live abroad. Are such countries to be at the mercy of 
every kind of legal conception of income and income taxation 
in all the different countries with which they have relations 
before they know what their taxation is to be ? 


The answer given is that such countries would refuse to be 
bothered with the problem of ultimate profit or loss to some 
unknown foreign resident. Summing up the whole position 
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resultant from the endeavour to apply their new principle of 
“economic allegiance”’ with its four elements, the conclusion 
arrived at is that whilst of real value in dealing with capital 
wealth taxes and other taxes upon mere stages of wealth, modern 
income is such a composite product and such a complex concep- 
tion that “it is difficult to establish that such an analysis can 
have great practical value.” In other words, the experts admit 
that whilst they have succeeded in discovering the principle they 
were asked to discover it has one drawback. As a practical 
proposition it won’t work. 

The authors now proceed to make a reasoned classification of 
different kinds of income in order to show what is the predominant 
element in each. Some of the reasoning is of doubtful validity, 
e.g. the part played by the shareholder seems greatly exagger- 
ated, but the tabulated result is at least interesting. It is 
summed up as , 


All corporeal wealth, including immovables and _ tangible 
movables except IIIb,1 would be assigned predominantly or 
wholly to the place of origin; all intangible wealth, except Va 
(property), would be assigned predominantly or wholly to 
domicile or residence. 


Exact allocation is admitted to be well-nigh impossible, but it 
is suggested that a certain rough justice could be obtained by 
turning over all the categories of the first division completely to 
the place of origin and by turning over all the categories of the 
second division completely to the place of residence. It is 
claimed that if this were done, what a country would lose upon 
the one hand it would roughly gain upon the other. 

These conclusions and suggestions can only be described as 
remarkable. The list of investments classified omits some of the 
most important, possibly because of difficulty. “ Foreign and 
Colonial Rails,” for instance, contribute millions to the British 
income tax. Again, it is not clear whether the self-denying 
ordinance is to apply irrespective of the question whether or not 
the country to which a category is assigned imposes a parallel 
tax; whilst the suggestion of losses balancing gains would seem 
to be quite unwarranted so far as a pre-eminently creditor country 
like Britain is concerned. 

Part III of the Report is devoted to ‘‘ Application of the 
Foregoing Principles,’ although the reader will be by now some- 
what perplexed as to what are the principles that have been 


1 Money, jewellery, furniture, ete. 
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established. In it four possible alternatives are propounded and 
discussed after some preliminary observations in which origin 
rather than residence is declared to be the “ instinctive ” prin- 
ciple. Summarising the alternatives given, they are : 


(1) “A country might deduct from the tax due from its 
residents any tax paid by them on their income from abroad,” 
i.e. paid abroad, as is done by the U.S.A. 


It is stated that if this course were followed Governments 
need no longer agree to make their loans free of tax to non- 
residents, but this is scarcely the case unless a similar tax exists 
in the lender’s country. 


This is called ‘‘ The method of deduction from income from 
abroad.” 


(2) The country of origin should exempt all non-residents 
from taxation on income arising within its borders. 


This is called “The method of exemption for income going 
abroad.” 


(3) Specific taxes to be divided between the country of origin 
and the country of residence. The method of “ half-and-half” 
is suggested. 


This is called ‘‘ The method of division of the tax.” 


(4) By convention it might be determined to attach origin 
taxation specifically and wholly to particular classes of invest- 
ments, but to exempt the non-resident in respect of income 
derived from “‘ business securities.” 


The country of residence would allow the whole of the foreign 
tax as a deduction from its income tax on the resident in 
respect of such sources of income, but would charge other 
sources in full. 


This last proposal is different from that made in connection 
with the classification by categories, because in lieu of giving up 
the right to tax a set-off of the foreign tax is to be allowed. This, 
where the foreign tax was at a higher rate, would mean that the 
country of residence would get less tax than if it exempted the 
“ origin ” income altogether. It is true that the Report suggests 
that it might be desirable to limit the power of the country of 
origin ‘‘to levy in future specially heavy origin taxes which 
would unduly deplete the exchequer of the country of residence ”’ ; 
but such depletion would arise in every case where the origin 

No. 132.—vou, XXXII. QQ 
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rate was the higher, and the use of the word “ unduly ”’ is interest- 
ing. It implies the limited right of the holder of foreign investments 
to call upon the general body of taxpayers to supplement his income 
by way of compensation for taxes paid abroad. 

This fourth alternative is called “‘ The method of classification 
and assignment of sources.” 

Discussing the application of these four alternatives to the 
Estate Duties, it is pointed out that the practical element of 
enforceability has to be taken into account. The conclusion 
reached is that Method 4 should be adopted, but if it should 
prove too complicated, then Method 3. The country of residence 
is to apply to the entire estate the appropriate rate of tax and 
then deduct from the total the origin tax, provided that the 
latter does not exceed the residence tax on the same part of the 
estate. It is not made clear, however, why “ depletion ” should 
be avoided here and not in the case of income taxes. 

Other taxes upon funded wealth, such as the capital levy, the 
general property tax, and other “‘ impersonal taxes ”’ on property, 
produce, or business, are to be dealt with upon the same principle 
as Estate Duties. 

Applying their “ principles ’’ to the taxation of income, the 
experts state Method 4 to be soundest in theory, but in view of 
the problem of getting a quantitative assignment of resultant 
income amongst the competing countries, any attempt at pre- 
cision results in impracticability. 

Method 3 is held to be attractive in that a broad line is taken 
and each country is called to give up something. But, in the 
first place, the countries interested have to agree as to their 
respective sacrifices, and a proportion that might be reasonable 
between A and B might, it is stated, be quite wrong as between 
A and the rest of the world. As a consequence the proportions 
under Method 3 would have to be determined piecemeal for each 
separate country with which A had relations. The second 
objection to this method is a very practical one. Taxes are no 
more paid by countries than they are by things. The problem 
has to be faced in relation to each person, and in the case of 
large corporations isolation of the origin income from the total 
income in order to find the appropriate rate of relief is, as is pointed 
out, often a matter of insuperable difficulty. This is particularly 
the case where an attempt has to be made to reconcile two varying 
bases of assessment, e.g the three-years average and a one-year 
basis. But the difficulty does not end there. Taxation of the 
source in this country only applies to the standard rate of tax, 
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and the ultimate effective rate applicable may be very different, 
with the result that a shareholder will have a separate problem 
for each source of income. 

To the argument that Method 3 has already been applied in 
the case of the British Dominions, the reply is made that the 
factors of Imperial allegiance and common Imperial service have 
made mutual concession practicable; and, even then, the results 
can scarcely be said to be wholly successful. This last reservation 
is perhaps too modest. As a matter of fact the results of the 
present scheme are often grotesquely inappropriate. 

The conclusion come to is, therefore, that except in the case 
of neighbouring countries with like ideas, or in the separate 
commonwealths of a single Federal Government, Method 3 is 
scarcely more practicable than Method 4. 

Consideration must, therefore, be given to Method 2, whereby 
the non-resident is exempted. It is suggested that over a wide 
area the results of applying this method would not be great so 
far as the respective exchequers were concerned, provided that 
there were ‘“ no great differences in economic allegiance as between 
them.” It is admitted that it would be inapplicable where the 
relation was distinctly that of debtor and creditor. 


Thus Method 2 has three points in its favour: first, that 
it accords with what Governments are doing to-day so far as 
the money they cannot get themselves is concerned, and that 
it only requires an extension of a Government’s solicitude 
beyond its own needs to those of its own industries; secondly, 
that it accords with the true economic interests of the invest- 
ments of the country; and, thirdly, that it is the best escape 
from all the complications of methods of greater theoretical 
exactness. 


It may, however, be suggested that it remains open to question 
whether in the long run the application of Method 2 would give 
a better net balance of results than if no method were adopted 
and economic laws were allowed full play in international relation- 
ship, each debtor country fostering its own interests in its own 
way. Method 2 has, moreover, most serious administrative 
difficulties of its own, although the Report expresses the opinion 
that they are not insuperable. 


The complicated case of the American corporation distributing 
dividends out of income only partially taxed in the United 
States would still have to be settled as between the corporation 
and the United States Treasury, in order to indicate what 
burden was falling upon the Dutch shareholder. 

QQ2 
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In the light of modern international finance this “‘ complicated 
case ’’ is comparatively elementary. Assuming the Dutch share- 
holder is interested in a great British company which holds a 
considerable interest in the American corporation mentioned, to 
say nothing of interests in scores of other companies, some of 
them in Holland, the Dutchman’s claim to relief would be 
decidedly interesting, because it would raise the question as to 
who was to bear the cost of elucidation. It may, in fact, be 
hazarded that in actual practice each of the methods would offer 
little administrative advantage over its rivals. Method 2 is open 
to the objection that in so far as the national income tax is a 
substitute for a local rate upon ownership, there is obvious objec- 
tion to relieving non-resident owners from contribution. The 
problem of double taxation is not merely one of rates of tax. It 
is also one of the purposes to which taxation is devoted. 

Method 2, of course, favours the creditor countries, and, as a 
compromise, it is suggested in the Report that conventions might 
be made whereby Method 2 would be regarded as the main 
method, but origin should be recognised as between the Govern- 
ments, i.e. by the creditor country making a payment to the 
debtor country as compensation for loss of revenue. Despite 
the difficulties the experts confess that they do not see any other 
form of practicable compromise. 

Summing up the whole Report, whatever we may think of its 
conclusions, it may be admitted to be the most valuable examina- 
tion of the issues that has yet appeared. At the same time it is 
open to two serious objections. It seems scarcely defensible to 
lay down contentions and call them principles; the Doctrine of 
Economic Allegiance has more affinity with the ‘“ Social Con- 
tract’ than it has with the Law of Gravitation. In the past, 
nations, whilst having regard in a greater or less degree to the 
principle of faculty as between their resident nationals, have 
been, upon the whole, quite indifferent as regards non-residents. 
As has been pointed out, the tariff systems of the world are 
quite indifferent to the sufferings that may be inflicted by them 
upon the innocent inhabitants of exporting countries. They are, 
however, non-moral rather than immoral. So, in attempting to 
lay down principles applicable to double taxation, it seems to be 
futile to pretend that the slate of principle is otherwise than 
quite blank. 

The second objection is much more serious. Important as 
may be the question of double taxation in connection with the 
inter-relation of Governments, it is of absolute insignificance as 
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compared with the subjective idea of justice as between taxpayer 
and taxpayer. The general relief policy must of necessity involve 
great loss of revenue to this country, and this loss would have to 
be made good by heavier taxation upon those outside its scope. 
It is not difficult to imagine what would be the effect upon public 
opinion when it was realised that this increased burden was due 
to the fact that important and wealthy sections of the community 
were escaping income tax upon the ground that their incomes 
were outside the ambit of the British tax. Any method of relief 
whereby the rate of tax upon income received in this country or 
accruing to residents here is affected by taxation elsewhere is, in 
the reviewer’s opinion, unsound. For the rest the matter would 
seem to be one of expediency, and there is plenty of scope for 
international arrangements such as the one regarding shipping in 
the Finance Act of the current year. 
W. B. CowcHER 





THE PROFITS OF SPECULATORS 


In his note in Vol. XXXIII. p. 428 on the Maintenance of 
Organised Markets, Prof. R. A. Lehfeldt argues that the profits 
of expert speculators on produce exchanges are obtained at the 
expense of what he calls the consumers’ group when the crop is 
deficient, and at the expense of the producers’ group when the 
crop is abundant. There always has, I think, been fairly general 
agreement that considerable profits accrue to the experts from 
these sources under the conditions assumed. Prof. Lehfeldt’s 
reasoning ought to convince those who have any doubts remaining 
on this point. 

But this is only one aspect of the question of the source of 
the speculators’ profits; for these experts have to make a living 
even when crops are normal and abrupt changes in demand 
absent—a case not provided for in Prof. Lehfeldt’s discussion. 
Now it is precisely when markets are free from abnormal dis- 
turbances arising out of excessive scarcity or abundance of the 
commodity handled that the amateur speculator is useful and 
his existence essential for the continued prosperity of the expert. 
There is adequate evidence from a long series of Government 
inquiries in both Canada and the United States to establish the 
fact that the bulling and bearing of experts during crop years 
of normal yield are not harassing or costly to producers or con- 
sumers, but are undertaken mainly with the object of enticing 
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outside ‘‘ punters’ to speculate and thus provide the profits 
that are not forthcoming in adequate supply from other sources 
at such times. 

Again, it is during the crop years of abnormal yield, when 
speculation is extremely active, that failures are most frequent 
among members of exchanges, owing to the more expert operators 
swallowing up their less expert brethren. It is difficult, therefore, 
to maintain that the sole source of profit is producer or con- 
sumer even under the conditions assumed by Prof. Lehfeldt. 

Some idea of the extent to which outsiders gamble on the 
grain exchanges of the United States may be gathered from the 
very exhaustive Report of the Federal Trade Commission on the 
Grain Trade now in course of publication in seven important 
volumes. From the investigations of the Commission it appears 
that much difficulty is experienced by elevator companies in 
preventing their country managers from speculating on their own 
account and using the elevators’ resources for that purpose; 
and the private wire-houses, the medium of communication 
between the grain exchanges and the country districts, often 
solicit business from outsiders by open advertisement. Indeed, 
it seems to be the case that many of these houses could not main- 
tain branches in country towns and make profits out of hedging 
business and the business of large operators interested in the grain 
trade unless they sought for, and obtained, outside speculative 
business as well. If there were any doubt that gambling by 
outsiders on produce exchanges in the United States is not pro- 
fitable to the expert members of those organisations it would be 
removed by a study of the nature of the opposition offered to 
the recent legislation imposing prohibitive taxation on grain 
futures which do not have their origin in the ordinary routine 
of crop-moving business. 

It is more difficult for the outsider to obtain access to the 
organised produce exchanges in this country, but speculation 
by such people here is not unknown. The international character 
of these markets, however, enables the experts in all countries 
to share the profits of their business, whatever their origin may 
be; and the English speculators undoubtedly benefit at the 
expense of the foolish gamblers in America. 

If American legislation succeeds in killing speculation on the 
produce exchanges by outsiders the sources from which the 
experts derive their profits will be fewer. This must necessarily 
result in a diminution in the number of the experts; and if, 
in addition, the movement towards co-operative marketing 
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continues to extend a comparatively small number of organisa- 
tions or individuals will, in a short time, control the distribution 
of the great bulk of the cotton and wheat crops. The effect of 
this on stability of price will probably be serious; for errors of 
judgment on the part of a few members of a small group are less 
likely to be penalised with promptitude than if there were a 
large number of rivals ready*to profit by their mistakes. There 
is an impression in America that the increasing suppression of 
the outside “ punter” and the necessity of reporting to the 
Government all transactions in wheat in Chicago of 500,000 
bushels or over are tending to lower the price obtained by the 
producer for his crop. There are, of course, other and more 
fundamental reasons for the present comparatively low prices of 
agricultural products throughout the world; but it is certainly 
the case that the new regulations in America have prevented some 
large dealers from giving their powerful support to the wheat 
market. The prevailing circumstances in that market are such 
that this withdrawal of support is more injurious to the producer 
than to the consumer; and it is difficult to resist the conclusion 
that, at the moment it is the producer who has to provide the 
extra remuneration for the expert speculator that is required to 
compensate the latter for what he no longer obtains from 


outsiders. 
J. G. SMITH 














OBITUARY ! 
VILFREDO PARETO 


To my mind it is sheer loss of time to guess at what the 
history of science will consider as fundamental contributions 
to its progress by eminent men of science, when we have lost 
them, and consequently I will not speak in the name of future 
history in the case of Pareto, who died at Céligny (Canton de 
Genéve) on the 19th of August. 

The history of science is not a piece of machinery whose 
construction and principles of action. we know. History is written 
by men, and accordingly I think the criteria governing the history 
of science are disputable. 

Every change in criteria, of course, modifies judgment. 
Take a case like Gossen. If the man had never existed, we would 
be in economics just as far as we are. Objective progress of 
science owes him nothing, considering that nobody heeded what 
he wrote. On the other hand, if history were to try to form 
an orderly series of fundamental ideas, crediting every thinker, 
in chronological order, for what is his own, another kind of 
inextricable difficulty would arise, in that ideas are connected 
with each other much as prices are. Ideas form asystem. They 
are all extremely complex functions of each other. A very small 
variation in one idea—to whatever branch of science it is con- 
sidered to belong—will, or can, modify many an idea in the whole 
firmament of ideas. 

This correlation of concepts is growing worse and worse as 
we all get to know of each other quicker, and more completely, 
than in former times. But it is particularly intense at certain 
epochs, when fermentation of brains is going on in an unusual 
measure. Now, this has been the case in Pareto’s lifetime. 
The rate at which physical, biological, historical and economic 
science have been progressing in the last seventy years has 
precedents only in the times of the rinascimento, and, if Einstein 
is right, we will have to consider even mathematics as occasionally 
subject to progress by jostling. Pareto, as I will show a little 


1 Note By Eprrors.—tThis article is not a translation, but was written by 
Professor Pantaleoni direct into English. 
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later on, had a mind open to nearly every science, and con- 
sequently ideas were banging into him from innumerable quarters 
and were launched back by him in many directions, after due 
deflection, or qualitative modification. As to economics and 
sociology, he has happened to live in a period in which fermenta- 
tion can be said, I submit, without exaggeration, to have been 
decidedly no less than in the physical or the biological sciences. 
I am sorry to have to mention, among others, the names of 
men, some of whom are (fortunately) still living, if I am to prove 
my case, and thereby to expose myself to the risk of hurting 
perhaps the modesty of some of them, and perhaps, occasionally, 
the vanity of others. 

Classical political economy had been elaborated into a system 
which, prima facie, seemed as clear in its fundamental ideas, 
in their reciprocal connection, and in the division into arguments 
of the whole field covered by economics, as, say, Euclid’s plane 
geometry. The system was so beautiful that it was reposeful 
to the mind, in the way in which orderly and sure knowledge 
generally is. Its success was such that, if minor controversies are 
kept out of sight as irrelevant to the system and because they 
were fought out on the basis of the system and of the propositions 
constituting it, classical political economy, like Euclid, had spread, 
practically, all over the world. Nor was it, I think, injured by the 
meteor of the so-called German historical school and its “ principle 
of relativity.” This was soon found out not to be anything new, 
or neglected, or overlooked, ever since the times of Adam Smith, 
and the doctrine appeared, in the way it was now presented by 
the Germans and their followers, to be either wrong and sense- 
less, or else, if this judgment is to be mitigated, to have had 
and still to have its own appropriate field, which has never been 
disputed, if only pains are taken to understand the difference 
between ‘scientific theorems” and “precepts of practical 
political economy,” and the difference between “abstract or 
hypothetical economics ” and “ concrete economic problems.” 

What really changed profoundly old classical economics in 
its systematisation and the intention and extension of its proposi- 
tions, so much so that the latter are now generally considered 
as claiming to be only first approximations, superseded by closer 
ones, and often even quite thrown out of gear, have been three or 
more novel ideas: viz., the concept of marginal utility; the con- 
cept of prices as functions; and particularly the treatment of 
abstract economics as a problem of statics and dynamics, or of 
mechanical ‘ equilibrium” in a large sense. Now such concepts 
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and a few more, cousins to the former, such as, say, the construc- 
tion of tables of correlated prices—correlation which, if only 
properly pursued, expands into a “general correlation of all 
prices one with another,’ though in many different ways and 
constituting different functions—tumbled into classical economics 
from very different quarters, pellmell and piecemeal, thus wrecking 
and making havoc here and there, in a disorderly way, like 
bombshells. It required, therefore, some time before a new 
systematic view of economics could get elaborated, which is now, 
I submit, spreading over the world, not, however, without strife, 
as broadly as classical economics had done before. 

Pareto, who first collaborated at shelling the classics and then 
elaborated a system of general economic equilibrium, with materials 
only partially his own, would not, I suppose, have been even led 
into the fields he walked over, if Cournot and Jevons and Walras 
had not been, and, granting these influences, he would not have 
been what he has been without the author of Mathematical Psychics 
and the author of Mathematical Investigations in the Theory of 
Value and Prices. But this admission does not suffice to explain 
his position, if he had not once been under the spell of Ferrara 
in economics, and of A. Comte in philosophy, and had not had 
the very preparation in university life, professional work and 
social life which it was his lot to have. His first publication, 
when in 1869 he took his degree as engineer in the Polytechnicum 
of Turin, is a memoir of fifty-three pages on “ the fundamental 
principles of the theory of elasticity in solid bodies, and researches 
concerning the integration of the differential equations determin- 
ing their equilibrium.” Obviously he only needed to peruse 
once properly Walras, after having had a much larger experience 
of industrial and commercial life than Walras ever had had, to 
get immediately ahead of Walras. If he had not had this mathe- 
matical preparation he would, I expect, like others who were 
lacking it, have groped about evolving ideas of “ harmony,” 
which is a concept belonging to the family to which the concept 
of equilibrium belongs, and which was, I think, Walras’ first 
move; or he would have gone in for biological interaction of 
forces, say, like Schaffle—again a concept pertaining to the family 
of equilibria; or he would have kept within the limits of classical 
political economy, which had realised the equality of quantities 
demanded and supplied at certain prices, and the forces in opera- 
tion leading to these equalities, and consequently had a partial 
knowledge of equilibria. He would have added to science in 
conformity with his great talent and intellectual capacities, but 
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he would not, I suppose, have aimed at realising in economics a 
quite general theory of economic equilibrium, or struck in his 
Sociology at characterising the fundamental forces which deter- 
mine static equilibria or dynamic phenomena in the forms 
that human society assumes. Quality of the forces, magnitude, 
direction, velocity, these are permanently his points of view, 
leading particularly in the analysis of the genera of forces, or their 
quality, to results which reach further than a first approxi- 
mation. In economics his work, I submit, consisted in bringing 
to a great perfection a machine which was to a very large extent 
already built up ; in Sociology his way of formulating and grappling 
with the problem had no forerunners, at least to my knowledge, and 
certainly to his, but it had helpmates, say, in writings like those 
of Gustave Le Bon in Psychologie du socialisme, and Psychologie 
de Vévolution des peuples, or in Gaetano Mosca’s Principiit di 
Scienza politica, or Paulhan’s Esprits logiques et esprits faux, 
and probably in a score more of great historians with whom he 
was very conversant. 

When I saw him take to Sociology, a field I considered to 
be as dangerous as quicksands, I strongly objected and told him 
it would kill him as an economist and lead to nothing, exactly 
as it had killed C. Menger, who never got further than his first 
volume of Grundsiitze, as a result of having run after Sociology ; and 
I expressed to him the hope that Marshall would never get into the 
same frame of mind, and therefore be unable to give us his second 
volume of Principles. I am glad I was a bad prophet and that 
Pareto, when he had a purpose, should be, by temperament, irre- 
movably obstinate. He not only finished his Sociology in 1916, 
but, as an economist, brought out also his Manuel d’ Economie 
politique in 1909, when he was already head over heels in Sociology. 
If he had followed my advice, we would not possess his chef-d’ euvre, 
or what he considered as such. Of course my opinion concerning 
his work as an economist and as a sociologue is of no particular 
value, and I am only led to deliver it because I am asked to do so, 
and because I cannot well avoid adverting to the subject in 
writing upon Pareto. I think Pareto’s generalisations of economic 
equilibrium to have reached a limit beyond which I do not see 
much benefit for science to go : it is a chapter of science relatively, 
or for some time, closed. I would like to write “ finis ” in this 
direction, and I do request my students to interest themselves 
now only, as I do myself, in the research of the nature of the 
functions which we are handling. Anatomy is, so to say, 
closed. Let us go in for histology or microscopic analysis of the 
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tissues, and the nexuses which bind them together; let us pay 
attention to the points of application of forces. Particularly 
the systems which constitute connected prices and the exact 
nature of these functions is not only an immense field of research, 
but now a necessary one to go over very carefully. The elasticity 
of curves of supply and demand modify the correlation of prices, 
so much so, that the systems of connected prices are again func- 
tions of the elasticity of the curves. 

However that may be, I consider Pareto to have closed, in 
economics, a direction of research. In this line I consider him 
as the last of the Mohicans. On the other-hand, if Sociology 
is the topic, I regard Pareto as having furnished us with a first 
approximation which needs following up. In one field he is 
omega; in the other alpha. In both fields, however, there are 
scores of niceties of which only a few would suffice for a very 
honourable reputation as an economist. His economic work 
is pretty well known to English readers, having been, incidentally 
at least, often quoted and discussed. His sociological doctrine, 
I suspect, is less known. Like his economic writings, the Sociology 
has only been translated into French; the obstacle to a larger 
acquaintance in England and the United States does not lie in 
this circumstance, considering that it was no obstacle to his 
economics. Where it lies I cannot tell. 

That he has struck a well of some fecundity I argue from the 
fact that, independently of him, other scientists are boring holes 
in the same field. Taussig in his Inventors and Money-makers 
takes instincts as motive powers of economic phenomena. Well, 
Pareto is in that line in his Sociology. A minute analysis of the 
reasons given by men for their actions leads Pareto to discover 
in them a pseudological dressing-up, in terms of logical arguments, 
of feelings, sentiments and instincts; he classifies these in genera 
and species, discovers their joint combinations, and their action 
amidst physical conditions and truly logical actions, leading up 
to a social equilibrium infinitely more complex than an economic 
equilibrium. 

His Sociology is therefore on a quite different plan from that of 
other Sociologies. He tries to find the fundamental forces, the 
‘‘ residues,”’ of social phenomena or of men’s actions, and to explain 
the way these forces work in bringing about what we see. He 
does not give a history of social institutions from the remotest 
origin which is accessible to us up to our days, as other sociologues 
have done. There is place both for the one and for the other kind 
of work, but Pareto’s kind also merits being followed up. 
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A certain amount of the details of his life may also help to put 
him in the proper historical mzliew and, at any rate, be of some 
interest for people who care for biographical notices. He himself 
had no interest in similar things. He did not even care to know 
what great men looked like, and I occasionally amused myself by 
telling him how important personal circumstances had been, or 
showing him a photograph of Herbert Spencer, whom I knew that 
he esteemed very highly, or a photograph of Newton’s monument, 
knowing that he thought Newton was the greatest man who had 
ever lived. He would then look down upon me with a great 
sense of pity. I am therefore aware that in going into biography 
I am doing a thing which was most hateful to him. 

His family belongs to the best Genoese aristocracy. As 
everybody knows, Genoese nobility consisted of a commercial 
select class whose most influential families had their peerage 
in the libro d’oro (golden book) and governed the Republic till 
Bonaparte conquered it and annexed it to France. To conciliate 
Genoese public opinion Napoleon called some of the most eminent 
Genoese into French service. Everybody knows the baron 
Louis Corvetto, who was made a member of the Conseil d’Etat, 
as he made himself famous by re-establishing the French finances 
as Minister of Louis XVIII after Napoleon’s fall. Before even 
calling Corvetto into French service Bonaparte made a Pareto 
pair de France. When Genoa became a possession of the House 
of Savoy and King Charles Albert of Piedmont gave his States, 
in 1848, the constitutional charter which is still the fundamental 
law of Italy, a Pareto was a member of the first constitutional 
ministry and took in charge foreign affairs. 

I dare say Italians would have continued to have members 
of the Pareto family in very high political offices—something like 
the series of the Cecils in England—if Pareto’s father, as a young 
man of twenty-four, had not sided with Mazzini, and got himself 
into trouble, so that he emigrated to France. His brother, 
however, was Italian ambassador in Constantinople, and Pareto’s 
fortune, in later life, was due to his being the heir of this uncle. 
Pareto’s own father, Raphael, had no fortune when he emigrated, 
so that he competed in France immediately for a place of civil 
engineer. I happen to have the report of the examiners where 
he is qualified as ‘‘ sujet des plus distingués par son instruction 
et d’une capacité remarquable.” He married in France Mile 
Marie Mettenier, who gave him on the 15th of July, 1848, in Paris— 
rue Guy, La Brosse, No. 10—Vilfredo Pareto. Raphael Pareto 
was soon afterwards recalled to Italy by Quintino Sella because 
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of his proficiency in hydraulics. So Vilfredo Pareto, when of age, 
studied mathematics and engineering at the University and 
at the Polytechnical School of Turin, where he was a friend and 
fellow-student of Galileo Ferraris, who later gained for himself 
a great reputation for his discoveries in electro-technique. 
Although Pareto in the final examinations came out first and 
Ferraris second, he refused to give himself up to science as a 
Privatdozent, as Ferraris did, because of lack of means. So he 
accepted a post as railway engineer in the company exploiting 
the Roman réseau. This brought him into contact with the 
Banca Generale, which offered him the managership of the iron- 
works which the Bank controlled in Vald’Arno. This nomination 
was decisive for his interest in economic problems. Although he 
still found time to discuss hyper-elliptical functions of Abel in a 
paper published in Kronecker’s Archiv, his profession obliged him 
to fix his attention on coefficients of production, on labour 
problems, on freight, custom duties, on monetary problems, 
and also on political problems. Residing in Florence, then 
the capital, he was a habitué of the Peruzzi family, whose 
house was the centre of the then governing Conservative party 
(the destra, as it was called). It was at this time that the manage- 
ment of the railways passed from private companies to the State, 
that the Conservative party was thrown out of power, that the 
tariff was reformed in a strongly Protectionist sense, and even 
Professors in the Universities, influenced by German Katheder- 
sozialismus, were going in for extension of State functions. 
Ferrara founded in Florence, in opposition to this movement, 
the Adam Smith Society of which Pareto was an active member 
with De Johannis, Martello and of course Ferrara himself. Pareto 
gave the Adam Smith Society all his experience as a business 
man who had many scores of times visited Great Britain, par- 
ticularly Scotland. Of this activity his articles in the Bulletin 
of the Accademia dei georgofili, in the weekly paper of the Adam 
Smith Society, the Economista di Firenze, and in the Journal 
des Economistes are a proof. The Giornale degli Economisti which 
had been founded and belonged to men who had sided with the 
State socialists, and was the palaestra of Cossa, Luzzatti, Lam- 
pertico, Loria, Carlo Ferraris, was bought up by some friends 
of liberalism and free trade who called upon Pareto to take charge 
of the monthly political chronique. 

It may seem to some as if Pareto had turned to economics 
only late in life. The truth is, he had over twenty years 
of business experience and had tackled all kinds of concrete 
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economic problems before taking to abstract economic science, 
and found himself, therefore, in a position analogous to that of 
Ricardo when he came across Adam Smith’s Wealth after thirteen 
years of practical work on the Stock Exchange, and discovered 
Smith had been saying what he had been doing and seen others 
do. A large portion of Pareto’s Sociology was an object of experi- 
ence in the political life of those days, before being systematised, 
and a relevant portion of the economic contents of the Cours 
was collected by him as a business man. Pareto, being a man 
capable of any amount of work, acquired in Florence also his 
knowledge of Greek and of history. In Florence was then residing 
Comparetti, the famous philologue and hellenist, who, curiously 
enough, had originally studied natural sciences and taken his 
doctor’s degree in chemistry—a case which shows that sciences 
are things apart only in books and not in good brains. Besides 
D. Comparetti, A. Franchetti was also staying then in Florence 
and working at a translation of Aristophanes. It was impossible 
to take a walk with Franchetti without having to contribute 
to the most proper signification and translation of a word or verse 
of Aristophanes. And Pareto as well as Comparetti had to go 
in for it. Pareto turned out to be so proficient in Greek that he 
not only could translate straight off any text, but also write 
fluently in Greek. A large portion of his library, of which he 
has made a present to the University of Lausanne, consists of 
Greek literature and of books concerning ancient Greek history 
and civilisation. His memory was such that he never forgot 
a thing he had once learnt! In philosophy Auguste Comte was 
still reigning, and Pareto shows many traces of his influence. 
It is well known that the negative contents of Comte’s philosophy 
consisted in a refusal to consider any kind of original or final 
causes. Our knowledge has to be limited to what is “ between 
the origin and the end of things.”” He hated metaphysics and 
transcendentalism. So did Pareto. In the positive portion 
of his Philosophie positive Comte draws up a theory of the evolu- 
tion of mental states of which the third is characterised by limiting 
our researches to the “‘ nexus between phenomena ” by means of 
“experimentation and observation,” and refusing to look after 
abstract causes of phenomena. Well, here again Pareto was 
under the spell of Comte. Of course Pareto—and it was easy 
for him—kept aloof from the defects or aberrations of the Politique 
positive. 

Pareto’s influence on Italian economists has been enormous. 
His Systémes socialistes, his Cours d’ Economie politique, his Manuale. 
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are in every student’s hands. His Sociologia is too cumbrous— ° 
and also too expensive—to be equally diffused, although the first 
edition is exhausted ; a good epitome by G. Farina is in circulation 
among students. Pareto had the good luck of having some very 
eminent scholars, such as E. Barone, L. Amoroso and G. Borgatta. 
But he had also the bad luck of creating Epigont who only 
repeat his words, oppose every criticism, would stop the progress 
of science where he stopped, strain his theories and use him as 
a springing-board for themselves. Every great man has had to 
labour under the inconveniences created by Epigoni. These 
tend to the formation of ‘“‘schools,” more properly called obnoxious 


syndicates of fools. 
M. PANTALEONI 





CURRENT Topics 


Tue Institut International de Statistique met, for the first 
time since 1913, at Brussels on September 30. At the opening 
session M. Delatour was elected president in succession to the 
late Luigi Bodio. The business of the session differed from that 
of previous meetings in that most of the time was devoted to 
elaborating resolutions and definitions on subjects referred to 
it by the League of Nations; but the main function of the Insti- 
tute, which is to endeavour to secure uniformity among the 
nations in the presentation of statistics, was well performed by 
this task. Useful work was done in the demographic section 
under the chairmanship of Sir Athelstan Baines, but the more 
lively discussions were in the economic section, which considered 
index-numbers, international trade, agricultural production and 
fisheries. For index-numbers it was in the end agreed that 
changes in the relative importance of goods ought to be taken 
into account, both for wholesale and retail measurements, and 
that for this purpose more adequate statistics of production 
and consumption were needed. In connection both with foreign 
trade and with fisheries the extreme difficulty of differentiating 
between national and foreign products exercised the members’ 
greatest ingenuity. If fish caught by a German trawler in the 
deep sea are landed in England and then sold to the south of 
Ireland, to what country should they be counted as national 
production, and should they appear in trade returns, as the 
special trade of Germany or of the United Kingdom? Rules 
were laid down which, though necessary in view of the difficulty 
of ascertaining the place of origin of goods when they have once 
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passed through the customs’ barrier of a country, would have 
the effect of exaggerating the value of the exports of a country, 
by the inclusion not only of the value of any imported materials 
they contain, but also a quantity of goods which have been 
nationalised only nominally by resting in the country. 





Tue notice, in our last number (see esp. p. 294), of Ricardo’s 
Ingot Plan has led to the discovery in the Coins and Medals 
Department of the British Museum, not indeed of the ingot 
itself but of an impression in bronze from the die which was 
used to stamp it. An undated ticket lay under it, on which 
were written in a contemporary hand the words : 


Stamp 
for striking gold 
ingots according 
to the suggestion of 
Mr. Ricardo. 


It would have been more correct to say impression of a stamp. 

The diameter of the object is 34 mm.; that of the actual die 
as shown by the edge of the circular impression is 32 mm. The 
impression is of a G.R. crowned, as in the engraving above, for 
which we are indebted to Mr. G. F. Hill, Keeper of Coins and 
Medals. The above engraving is of the actual size. 





In the same way it has been discovered by the Bank of 
England that in the early months of 1820 the Mint delivered 
to the Bank 2028 gold bars of 60 ounces each. Of these 18 
were sold, to 12 different purchasers, viz. : 


(a) 3 in February 1820 at £4 1s. per standard oz. 

(b) 3 in October 1820 at £3 19s. 6d. 

(c) 7 in May 1821 at £3 17s. 10}d. 
The remaining 2015 were returned to the Mint. 

Gratitude is due to both authorities for their interesting 
communications. 





No. 132.—vow. xXxtlt. 
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“ THE citizens of the Enterprise district of Alabama have 
erected a bronze fountain in the heart of their chief town with 
the inscription : 


In profound appreciation of the Boll Weevil and 
what it has done as the Herald of Prosperity, 
This Monument is erected. 


Its ravages turned them to mixed farming from an exclusive 
dependence on cotton.”’ National City Bank's Monthly Circular 
(September 1923). 

The monument in Salt Lake City to the Sea-gull was in 
appreciation of his destroying the destroyer, the locust. But 
here it is the destroyer himself that is thanked, for his lesson in 
economy. The editor of the Circular recommends it to the 
one-crop wheat-growers of the prairie provinces. 





THE issues of the Economic Journat for September 1914, 
December 1915, March 1917, March and June 1918, March, 
June, and September 1919, and March 1920, are now out of 
print. As a few additional copies are required for the purpose 
of completing sets, the Secretary of the Royal Economic Society 
would be much obliged if any Fellows who can spare their copies 
of these issues would return them to the Assistant Secretary, 
Mr. 8. J. Buttress, 6, Humberstone Road, Cambridge. A payment 
of 5s. will be made for each copy so returned. 

The Society has for disposal one complete set of the Economic 
JOURNAL (1891-1923), bound in cloth. Price on application to 
the Assistant Secretary as above. 
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RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


JuLy, 1923. On Some Recent Contributions to the Study of Industrial 


Fatigue. D. R. Witson, Secretary to the Industrial Fatigue 
Board. Methods of inference are illustrated by observations 
evidencing connection between efficiency and shorter hours, or 
atmosphere less hot or humid. In the discussion of the paper 
Miss Collet distinguished between optimum output and optimum 
health; Messrs. Yule and Isserlis made important remarks on 
method. Death-rates, Density, Population and Housing. Pror. 
A. L. Bowtrey. An examination of the correlation between 
death-rates and local aggregation as measured by (1) Persons per 
room; (2) ‘‘ Crowding” as defined by the presence of more 
persons than one per room; (3) ‘“‘ Overcrowding”’ as officially 
defined. Housing conditions seem to be more closely related to 
death-rates than density as commonly defined. Misstatement 
of Age in the Returns of the Census of Scotland. J.C. Dunuop, 
Registrar-General for Scotland. A change in the question put 
by the Census has resulted in a diminution (but not the extinction) 
of error. Mr. Correa Walsh on the Calculation of Index-numbers. 
Pror. F. Y. EpcewortuH. A sequel to an article published in 
the September number of the Economic JoURNAL. 


The Edinburgh Review. 


OcroBER, 1923. Syndicalism in Italy. Dr. JAMES Murpuy. The 


older organisations having been discredited by the feebleness of 
their resistance to the Fascists and by the proved inability of the 
proletariat to conduct the business of a factory, there has arisen a 
new kind of Syndicalism taking in the middle classes and sub- 
stituting for the Socialist Utopia a national ideal which is full of 
promise. 

The Contemporary Review. 


OcToBER, 1923. Preference and the Imperial Economic Conference. 


No. 


Eart Beaucuamp. “ You cannot give a preference to the 
Colonies unless you put a tax on food. . . . This is the elementary 
fact on which all the arguments of the Empire Development 
Union are likely to break in vain.” 


The Round Table. 


52. The Imperial Conference. Disputing that each part of the 
Commonwealth should determine its fiscal policy irrespective of 
the rest, the writer suggests that Great Britain might secure a 
protected market for her products by giving the Dominions a 
protected market for their food products. The Dominions 
would gain by the influx of population. 

RR2 
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The Nineteenth Century. 


OcroBER, 1923. ‘I'he Land Problem: its only Real Solution. Masor 
E. Hammonp Foor. ‘“ The idea that we English are unsuited 
by nature to grow our own food is the greatest fallacy. . . . Is 
there any reason why a Land Ministry should not be formed on 
the lines of our self-governing Colonies for the purpose of 
settling suitable families on the land ? ” 


International Labour Review (Geneva). 


Avaust, 1923. The Regulation of Agricultural Labour Conditions in 
Continental Europe. H. M. Conacuer. Three systems are 
described : in the north a labourer permanently working on the 
farm of an employer; in the south and east a landless proletariat 
casually employed on large properties; in the middle a peasant 
proprietor sometimes working a part of his time for hire. The 
Economic I’ffects of the British Trade Boards System. Dorotuy 
M. Setts. The sixty-three trade-boards set up in Great Britain 
and Ireland, covering three million workers, have not fixed 
unduly high rates and have had a good influence on hours, 
organisation and management. 

SEPTEMBER. Employers’ Organisations in the Northern Countries. 
H. C. Orrstep. A survey of several Scandinavian federations. 
Intellectual Workers and the Labour Market. Equilibrium between 
demand and supply, less stable in intellectual than other 
occupations, would be promoted by an international inquiry 
into the subject. 

Ocroper. The Servian Ministry of Social Policy. A description of 
difficulties overcome. Co-operation in Finland. VaLDE HYVONEU. 
A leading feature is the contrast between consumers’ societies in 
towns and those in country districts. 


The Quarterly Journal of Economics (Cambridge, Mass.). 


Aveaust, 1923. The Rural Economy of Japan. Dante E. Bucuanay. 
A vivid picture of the simple and laborious life led by two-thirds of 
the Japanese population. The income of an agricultural household 
may be two or three hundred yen, varying with the fluctuation of the 
principal crops, rice and silk. The average holding is three acres, 
a size not favourable for the application of modern methods. A 
majority of the cultivators are tenants. Relations with landlords 
are becoming strained. The Ethics of Competition. Frank H. 
Knicut. The competitive system does not well fulfil even its 
own standard, the satisfaction of wants. It is a sort of ‘‘ game,” 
emulation being a more powerful motive, “in spite of old 
economics, than mere appetite and cupidity ’’—and not a very 
fair or good game. It contrasts unfavourably with the pagan 
ideal of perfection, the Christian ideal of spirituality. A Theory 
of Business Cycles. L. K. Frank. Wages Regulation and 
Children’s Maintenance in Australia. P. H. Dovatas. A 
description of Wage Boards and Arbitration Courts; with special 
reference to projects for “ child-endowment.” The principle is 
widely accepted, but it is disputed whether the allowance should 
be paid from Government funds or through the employers. 
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The American Economic Review (Cambridge, Mass.). 


SEPTEMBER, 1923. State Bank Withdrawals from the Federal Reserve 


System. CHARLES 8. TippeTts. Reasons for the withdrawals—- 
68 up to last June—of State Banks from the Federal Reserve 
System are considered. The Minimum Wage and Efficiency. 
E. A. Firenze. The minimum wage is advocated as a boon to 
the employer (as well as the employee). Fisher's “ Making of 
Index-numbers.’? C. SNYDER. Tendencies in the Auiomobile 
Industry. C. C. EpmMonps. Tendencies to integration, combin- 
ation and monopoly are examined; with special reference to 
some representative companies. The Agricultural Credits Act of 
1923. V.N.Vateren. Rate of Wages and the Use of Machinery. 
H. Gorpon Hayes. The doctrine of the text-books, that an 
increase in the general rate of wages will make it profitable for 
entrepreneurs to install machinery, is disputed on the ground 
that the use of machinery involves the substitution of one class 
of labour for another. 


Journal of Political Economy (Chicago). 


Avaust, 1923. Siateenth-century Religious Thought, 1. R.H. Tawney. 


A well-documented and sympathetic description of the attempts 
made by the Medizval Church to regulate economic life, it not 
yet being admitted that there can be one rule for private life and 
another for business. Taxation and Changes in Price Levels. 
JAcoB VINER. It is shown that the absence of provisions for 
adjusting taxes to changing conditions resulting from changing 
price levels is a source of serious inequities. The Home Responsi- 
bilities of Women Workers and the Equal Wage. Evidence is 
cited from American sources to show that women carry responsi- 
bilities beyond their own support, and their contribution to the 
“composite income” of families is material. Three English 
investigations give different results; agreeing, however, to the 
fact that the woman worker’s burden increases with her age. 
The Future of our Creditor Position. C. E. GRIFFIN. 


OctoBER. Value and the Larger Economics, I. F. A. Fetter. Prof. 


W. H. Hamilton’s remarks “on the place of Value Theory in 
Economics ” (Journal, 1918, p. 217 et seg.) are criticised. The 
‘“‘marginalists’ are defended; their subjective theory has 
obtained a signal victory over Marxism. Overhead Costs in 
Modern Industry, III. A full enumeration of the economies 
attending production on a large scale. The disadvantages are 
mostly of the kind which handicap Government operation : 
“complexity of organisation, impersonal relations, and the 
undermining spontaneous interest in the success of the business.” 
Sixteenth-century Religious Thought, 11. R.H.Tawney. That the 
medieval claim of religion to regulate business survived the 
Reformation is shown by interesting extracts from Luther and 
less well-known leaders. Valuation and Rate Regulation. W.M.W. 
Spiraun. A survey of the work of the Railroad Commission 
of Texas. The German Works Council. Emit FRANKEL. The 
pre-war growth of the “‘ Council Idea,” the provision of the 
— Law of 1920, and the working of the law are lucidly set 
orth. 
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The Annals of the American Academy of Political and Social Science 
(Philadelphia). 
SEPTEMBER, 1923. Prohibition and its Enforcement is the subject 
discussed in some thirty contributions to this number. The 
various statements and proposals presented defy summary. 


Journal des Economistes (Paris). 


OcToBER, 1923. La suppression du monopole des assurances sur la 
vie en Italie. G. DetamottTe. Allocations familiales. G. pr 
Novvion. An account of “family endowments” in France. 
Last year there were distributed 92 million francs for this purpose 
among 800,000 wage-earners (some 35 cents per day per head). 


Revue d’ Economie Politique (Paris). 


Juty—Aveust, 1923. La valeur mathématico-économique de la loi de 
King. J. Detevsky. A hypothetical explanation of King’s 
law (of demand for wheat) leads to the conclusion that it is the 
only formula of the kind based on the action of certain economic 
and psychological forces. L’introduction du franc en Alsace et 
en Lorraine. W. Wirticu. The introduction of the franc was 
a necessity. But the manner in which this monetary reform was 
accomplished cannot be defended. Les théories du professeur Cassel 
sur la monnaie et le change. G. LACHAPELLE. 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 


JuLty, 1923. Die Anpassung der Sozial-versicherung an die Geldent- 
wertung und Lohnsteigerung. E. GUNTHER. 

Avucust. Die fiskalische Inflationsbilanz. F. TERHALLE. Grund- 
lagen der Reis- und Lohnbildung. RirpENAUER. A moderately 
mathematical theory of price and remuneration. 

OcToBER. Grundfragen und Wege der qualitativen und quantitativen 
Wohnungspolittk. H. BEcHTEL. 


Weltwirtschaftliches Archiv (Jena). 


OcToBER, 1923. Theorie des weltwirtschaftlichen Reichtumsausgleichs. 
Pror. R. Lizrrmann. Marginal equalities between economic 
quantities are discussed. Zur Soziologie des demokratischen 
Staates. Pror. F. TénntEes. Die richtige Form der Index-ziffer. 
Dr. P. HERMBERG. Referring to Flux’s article in the Journal of the 
Statistical Society, 1921, and to Irving Fisher’s Making of Index- 
numbers. 


Archiv fiir Sozialwissenshaft und Sozialpolitik (Tiibingen). 


Vou. LI., No. 1. Cassels System der Theoretischen Nationalékonomie. 
ALFRED Amonn. The first part of a lengthy criticism. Grenzen 
und Gefahren der Goldmarkrechnung. Karu Lanpaver. Der 
Begriff der Nation und die Idee einer Vélkergemeinschaft. NIcoLat 
von Busnorr. A philosophical analysis.shows that there is no 
inconsistency between the conception of a nation and that of a 
community of nations. But to speak of goodwill (Willens- 
gemeinschaft) among nations at present would be fantastical 
(Schwarmerei). Schicksal und Bedeutung der Industrie in der 
russischen Revolution, 1917-1922. Hans von EcKarpt. The 
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29 


fiasco of the attempt to “nationalise” Russian industry is 
exhibited; an essential cause being the break between the 
economic life of the town and country. The régime which followed, 
described as Staatskapitalismus, cannot last. 


Zeitschrift fur Volkswirtschaft und Sozialpolitik (Vienna). 


1923. Die wirtschaftslehre von Josef v. Sonnenfels. Lovuis—E SOMMER. 
Quesnay und die Gesellschafts-ordnung in Frankreich vor der 
Revolution. Dr. StepHan Rapirz. Die Staatsidee in Plato's 
Kunstlehre. Dr. W. ANDREAE. 


Giornale degli Economisti (Rome). 

Avaust, 1923. Una proposta di Riforma del Diritto successorio. 
G. pE F. Grersino. Referring to Professor Rignano’s plan for 
the taxation of inheritances and to some criticisms of the plan. 
Alcunit punti . . . della Teoria della “ rendita.” G. SENSINI. 
Referring to the writer's own book on “ Rendita.”’ 

SEPTEMBER. Sulla posizione dell’ oro nella circulazione odierna. 
R. Micuets. Statistics of production, purchasing power, and 
foreign exchanges discourage the hope of establishing fixed ratios 
between gold and the various European currencies. 

OctospER. J porti di Ancona e Venezia. EpicAarmMo Corsino. Le 
scienze economiche e statistiche al Congresso di Catania. G. 
MAGORANA. 

La Riforma Sociale (Turin). 


Juty-Avaust, 1923. Di alcune Critiche mosse all’ impiego dell’ oro 
come base della circulazione. . . . Roperto Micuers. The views 
of Knapp and others on a substitute for gold as the monetary 
standard are examined. Le banche popolari cooperative e la 
riforma di codice di commercio. A. Lanpint. Le “ industrie 
chiavi.” A, GARINO-CANINA. 

SEPTEMBER-OcTOBER. Vilfredo Pareto. Gino Boreatra. An 
appreciative éloge. Conversandocon Vilfredo Pareto. C. EK. FERrt, 
G. Rocca. The record of a visit to Pareto in his retreat near 
Céligny (on the Lake of Geneva), and of his interesting conversation. 
Una nuova politica delle Assicurazioni social. F. TUusOLERA. 


Scientia (Milan). 

Vout. XXXIV., No. CXXXVI., 8. Pathologie Economique: Une 
interprétation de la politique économique des temps de guerre et de 
Vaprés-guerre, I. C. Grint. This first part deals with monetary 
inflation. 

Vout. XXXIV., No. CXXXVIII., 10. America and the League of 
Nations. A. Hopkinson. Article X. of the Covenant, pledging 
the League to preserve the territory and independence of all its 
members, together with Article XVI., contemplating the employ- 
ment of military naval or air force, explain the aloofness of the 
United States. In the case of a dispute, for instance, between 
Greece and the Serb-Slovene State, America could not be expected 
to send an armed force at the bidding of the League. Co-operation 
in economic boycott might be more practicable. 

Vou. XXXIV., No. CXXXIX., 11. Dune Sociéé économique des 
Nations. H. Hauser. While economic autarchy rather than 
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free trade is the ideal, there is no hope of peace. The best that 
small nations can do at present is to unite in economic ententes, 


Metron (Ferrara). 


Vou. III., No. 1. La prédominance des Naissances masculines. H.W. 


No. 


No. 


Vou. 


No. 


Mertuorst. An elaborate classification of more than 1,333,000 births 
in Holland in 1906-1913 seems to prove that the preponderance of 
masculine births is not affected by difference in the age of the 
parents. When both parents are over thirty-five years the 
excess of boys is less. When either parent it between twenty 
and twenty-four years old the preponderance is considerable; it 
is immense—109 boys to 100 girls—when both parents are in that 
period of youth. 

6. The Partial Correlation Coefficient. W. RispHam. Ex- 

periments involving some half a million trials verify the 
theory of correlation and justify freedom in its application. 
Biometric and Experimental Methods. R. Praru. The logic 
of statistics is illustrated by analogies between the life-table 
for the fly Drosophila and the United States life-table, one year 
of human life corresponding to 1-279 days of Drosophila life. 
There are also articles by GULDBERG and TcHUPROW sounding 
the depths of mathematical statistics. 
7. On the Mathematical Theory of Population Growth. R. PEARL 
and L. J. Reep. An investigation of a formula proper to 
express the growth of population. A form can be found which 
by the laborious adjustment of some half-dozen constants will 
represent a long history of growth, including several cycles. 


Revista Nacional de Economia (Madrid). 

XV., No. 44. Among the “ doctrinal articles”’ is an interesting 
contribution by C. V. Mry to the economic history of Spanish 
colonisation. The ‘“pre-Columbine” agriculture was very 
meagre, and the Spanish introduced many new instruments and 
vegetables. 

45. Historia economica de la colonizacion espanola. C. V. Mry. 
This sequel deals with the industry and mines of Spanish America. 
There were excellent laws—not always obeyed—for the protection 
of the Indian miner. El. balance comercial interpretado a la luz 
del dlgebra. Prov. Branxen. The principles of accounting 
exhibited algebraically. 


Skandinaviska Kreditaktiebolaget (Stockholm). 


OctoBER, 1923. This quarterly Report contains an important article 


on Discount Policy and the Gold Standard, by Prof. G. CassEt. 
Distinguishing between stability of general prices and their parity 
with gold, he does not advocate the latter object unreservedly ; 
he remarks on the discount rates in England and America, and 
hopes for understanding between those who, in the different 
countries, are entrusted with the management of the currency. 
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NEW BOOKS 
English. 


CANNAN (Epwiy). Money: its Connexion with Rising and Falling 
Prices. Fourth Edition, revised. London: King. 1923. Pp. 106. 

[In this edition for the first of the two sections added in 1820 there is substi- 
tuted ‘Part II. Further Elucidations,” incorporating part of the article published 
in the Economic JouRNAL, 1921. The second section has been rewritten, to 
form *‘ Part III. The Recent Historical Example.’’] 

CassEL (ProF. Gustav). Theory of Social Economy. Vols. I. 
and II. London: Fisher Unwin. Pp. 425. 


CLAPHAM (J. H.). The Economic Development of France and 
Germany, 1815-1914. Second Edition. Cambridge: University 
Press. 1923. Pp. 420. 

[The second edition does not differ much from the first. Some footnotes 
have been added; the author explaining in an interesting preface why there are 
not more notes and why he has not compiled a bibliography. Reviewed in the 
Economic JouRNAL, Vol. xxxi.] 

CuarK (G. N.). The Dutch Alliance and the War against French 
Trade, 1688-1697. (Publications of the University of Manchester. 
Historical Series, No. XLII.) Manchester: University Press. 1923. 
Pp. 160. 

CLARKE (JoHN J.). Some Factors relating to the Rehousing of 
Slum-dwellers. Liverpool: University Press. 1923. Pp. 68. 2s. 

[After a review of rehousing before the War and after the War up to the 
present time, the writer prescribes for rehousing in the future. Observing that 
existing arrangements meet only a tenth of the requirements, he proposes a 
national scheme for making war on insanitary slums. The paper wes read before 
Section F of the British Association at Liverpool.] 

Crew (ALBERT). Economics for Commercial Students. Sixth 
Edition. London: Jordan. 1923. Pp. 422. 

(This enlarged and revised edition, in which the author has had competent 
assistance, is adapted to the requirements of candidates for examinations. ] 

Das (R. K.). Factory Legislation in India. With an Introduction 
by Pror. J. R. Commons. Berlin and Leipsic: Gruyter. 1923. 
Pp. 192. 

[A useful account of factory legislation in India, beginning with Act XV of 
1881 and ending with the Act passed in 1922 limiting the hours of adult labour 
to sixty a week. ] 

Enocu (ArtHuR Guy). The Problem of Armaments. London : 
Macmillan. 1923. Pp. 199. 

Foster (WittiAM). The English Factories in India, 1661-1664. 
Oxford: Clarendon Press. 1923. Pp. 428. 

[The eleventh of the series, whereof previous volumes have been reviewed in 
the Economic JouRNAL, 1911 and 1913.] 

Hirst (F. W.). Trade, Expenditure, Taxation and Money. 
London : Longmans. 

Hopkinson (Austin). The Hope of the Workers. London : 
Hopkinson. Pp. 104. 

[Both Socialist and Capitalist may profit by the writer’s logic and public 
spirit. | 
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Hunter (Pror. M. H.) and Warxkrys (Pror. G. 8.). The Back- 
ground of Economics. London: McGraw Hill Publishing Co. 1928, 
Pp. 514. 

[A general survey of economic phenomena—the forces and products of 
nature, agriculture and industry and the problems which they present—designed 
as introduction to deeper studies. The authors are Professors in the University 
of Illinois. ] 

International Law, The British Year Book of. London: Frowde. 
1923-4. Pp. 264. 

[Of some economic interest is Prof. Charteris’ description of the mandatory 
régime in the island of Naura, which had been criticised as involving mono- 
polistic exploitation. Noticeable also is Mr. A. McNair’s article on ‘ The National 
Character and Status of Corporations,” and that of Sir Cecil Hurst entitled, 
‘““Whose is the Bed of the Sea?” 

Keynes (J. M.). A Tract on Monetary Reform. London: 
Macmillan. 1923. Pp. viii+ 209. 7s. 6d. 

Kuan (SHAFAAT AHMED). The East India Trade in the Seventeenth 
Century. Oxford: University Press. 1923. Pp. 325. 

[The author is Professor of Modern Indian History, Allahabad. ] 


Labour and Capital, The Workers’ Register of. Prepared by the 
Labour Research Department. Labour Publishing Co., Ltd. 1923. 
Pp. 223. 5s. 

[A summary for the post-war years of the information on wages, employ- 
ment, labour organisation, profits, capital reorganisations, etc., circulated to its 
subscribers currently by the Labour Research Department. The collection is 
made from the point of view of assisting Labour advocates to state the Labour 
case in industrial and political disputes; but this definite point of view does not 
detract from the value of the volume to the student of contemporary affairs as a 
convenient collection of facts, and increases its value to the student of Labour 
problems. } 

Minty (LeEonarD Le Marcuant). American Banking Methods. 
With an Introduction by Sir DRumMonD Frazer. London: King. 
1923. Pp. 448. 

[As pointed out in the Introduction, Mr. Minty has well exhibited the contrasts 
between American and English banking. Sir Drummond says: “ The academic 
research work in economic history necessary for his degrees [B.Sc. (Edin.) and 
B.Com., London University] and his eleven years of practical banking guarantee 
the thoroughness of Mr. Minty’s study of American banking methods.” He 
has combined the grasp of essentials with the microscopic presentation of 
details. ‘The book should serve not only as a textbook for students, but also as 
a book of reference for bankers. | 

MoretAnD (W. H.). From Akbar to Aurangzeb: a Study in 
Economic History. London: Macmillan. 1923. Pp. 364. 

[By the author of India at the Death of Akbar, which was reviewed in the 
Economic JOURNAL, 1920.] 

Netherlands Bank, 1922-23. Reports by the President and 
Commissaries to the General Meeting of Shareholders. Amsterdam : 
Blikman. 1923. Pp. 64. 


Oaeata (Kryosn1). The Co-operative Movement in Japan. With 
Preface by SipNeY WEBB. London: King. Pp. xv + 362. 12s. 6d. 

PaueGRAvVE (R. H. Ineuis). Dictionary of Political Economy. 
Edited by Henry Hiaes, C.B. Vol. II, F-M. London: Macmillan. 
1923. Pp. 962. 

[In this new edition additional articles and continuations of original articles 


have been judiciously relegated to an Appendix, which occupies some eighty 
pages. Several of the added articles refer to economists who have passed away 
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since the publication of the first edition in 1896; for instance, Goschen, Ingram, 
Martin, Munro, Paul and Pierre Leroy-Beaulieu, Anton and Karl Menger. A 
biographical element enters also into the excellent article on the German school 
of Political Economy by Prof. Walter Lotz, and the parallel history of 
the Italian school of Prof. Achille Loria. Among articles dealing with theory 
which have been continued by their respective writers may be mentioned that 
on Final Utility and that on Index-numbers. The last-named continuation 
illustrates a danger to which a review of recent literature is liable. Some important 
contemporary may seem to be left out. The addendum on Index-numbers 
must have left the writer’s hands before the publication of Prof. Irving Fisher’s 
Making of Index-numbers. No doubt, as the Editor anticipates, there will be 
needed additions in successive revisions of the Appendix. But, as he adds, 
what has been written does not become obsolete. Very appropriate is his motto, 
“Omnia mutantur: nihil interit.’’] 


Penty (Artuur J.). Towards a Christian Sociology. London : 
Allen and Unwin. 6s. 

Piaou (A. C.). Essays in Applied Economics. London: King. 
Pp. 198. 


RAWLINSON (ALBERT). The True Principle of Money and its 
Application in Stabilising the Currencies. London: King. Pp. 16. 


SHAH (K. T.). Trade Tariffs and Transport in India. (Bombay 
National Book Depot.) London: King. 1923. Pp. 450. 

[Less historical than the author’s Sixty Years of Indian Finance, reviewed in 
the Economic JourNAL, Vol. xxxii. Deals mainly with problems of the present 
day. Thus, in view of the special conditions of India, a scheme for Protectionist 
legislation is developed. ] 


SHEPHERD (E. Cotston). The Fixing of Wages in Government 
Employment. London: Methuen. 1923. Pp. 207. 


SnowpDEN (Pui). If Labour Rules. London: Labour Pub- 
lishing Co. 1923. Pp. 60. Is. 

[Society as a whole must own undertakings. There need not be confiscation. 
The State would step into the position of control now exercised by the Directors. 
Public servants would be free from the harrowing anxiety which attends private 
enterprise. A capital levy would be justified for the purpose of Debt reduction ; 
but it is a thing which could only be done once. _A drastic limitation of inheritance 
would be popular. Labour stands for Free Trade, and is opposed to military 
alliances. ] 


SrracHEy (J. St. Loz). Economics of the Hour. London: 
Hodder and Stoughton. Pp. xiv +191. 7s. 6d. 


Syxkes (Ernest). Banking and Currency. With an Introduction 
by F. E. Srerexve. Fifth Edition. London: Butterworth. 1923. 
Pp. 324. 

[The author—who is Secretary of the Institute of Bankers—has revised the 
book throughout in view of the changed conditions consequent on the War. It 
is pointed out in the Introduction that the book brings together information of 
which some is not to be found in any, and much could only be found by a search 
in many, books. ] 

TURNER (CHRISTOPHER) and GILBERT (BERNARD). Where are we 
Going? With a Preface by Lorp BieEpisto£. London: Palmer. 
3s. 6d. 


Venn (J. A.). Foundations of Agricultural Economics. Cam- 
bridge University Press. Pp. 317. 

[The Preface describes the volume as an attempt to bring within reasonable 
compass some account of the numerous economic problems which affect the 
agricultural community. The author is Gilbey Lecturer in the History and 
Economics of Agriculture at Cambridge. ] 
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Water (Husert C.). Modern Foreign Exchange. London: 
Methuen. 1923. Pp. 187. 


WiiuiaAMs (GERTRUDE). Social Aspects of Industrial Problems. 
London: King. Pp. 260. 


American. 


Brown (Harry GUNNISON). Economic Science and the Common 
Welfare. Columbia (Missouri): Missouri Book Co. 1923. Pp. 273. 


[The book includes articles published in the Quarterly Journal of Economics 
(1913) and the Journal of Political Economy, 1914, 1917. The author is Professor 
of Economics in the University of Missouri. } 

Dovetas (Pau H.). The Worker in Modern Economic Society. 
Chicago: University Press. 1923. Pp. xxxii + 929. $4.50. 


[One of the Series “‘ Materials for the Study of Business.”’] 


FRENCH (CAROLL E.). The Shop Committee in the United States. 
Baltimore : Johns Hopkins Press. 1923. Pp. 109. 


GopsHALL (W. L.). The International Aspect of the Shantung 
Question. Philadelphia : University of Pennsylvania. 1923. Pp. 172. 

[A history of the encroachments on China committed by foreign Powers leads 
up to the action of the Japanese in Shantung and their designs on Kiao-Chow.] 

Harpy (Cuarutes O.). Risk and _ Risk-bearing. Chicago: 
University Press. 1923. Pp. 400. 


[The author is Professor of Economics in the State University of Iowa.] 


Hastines (Hupson B.). Costs and Profits: their Relation to 
Business Cycles. (Pollak Foundation for Economic Research). Boston 
and New York: Houghton Mifflin. 1923. Pp. 168. 

Kewttey (Truman L.). Statistical Method. New York: 
Macmillan Co. 1923. Pp. 390. 

[The book is designed to serve two needs: (1) that of biologists, economists 
and others who know little of the higher mathematics, and use statistical methods 
to illustrate truths otherwise investigated; and (2) those who employ mathe- 
matical statistics as an aid to the discovery of new truths. ] 

League of Nations Third Year Book. London: King. (New 
York: Brooklyn Daily Eagle). 1923. Pp. 434. 

MacDonatp (Austin F.). Federal Subsidies to the States: a 
Study in American Administration. Philadelphia. 1923. 

[A doctorate thesis. ] 


Movutton (H. G.) and McGurre (ConsTANTINE E.). Germany’s 
Capacity to Pay : a Study of the Reparation Problem. 1923. Pp. 384. 

[This careful estimate has been prepared under the auspices of the Institute 
of Economics established by the Carnegie Corporation of New York with the 
object of “‘ ascertaining the facts about current economic problems . . . without 
regard to the special interests of any group.’’] 

Peppie (D. E.). The Order of Nature in Economics. Boston 
(Mass.): Badger. Pp. 147. $1.50. 


VINER (JacoB). Dumping: a Problem in International Trade. 
Chicago: University Press. Pp. xiii + 343. 
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French. 


Lampert (EpovaRD) and Brown (Hareb C.). La lutte judi- 
ciaire du capital et du travail organisés aux Etats-Unis. Paris: 
Giard. 1924. Pp. 469. 

RauEA (M.). Révolution et Socialisme. (Publications du Centre 
de documentation Sociale.) Paris: Presses Universitaires. 1923. 
Pp. 80. ; 

[‘‘ The idea of revolution contained in Socialist doctrines,” the title of a 
well-known work by the author, is the main subject of the publication noted in 
this collection; which is a selection, not a bibliographical dictionary after the 
manner of M. J. Stammhammer. } 

Yovanovitcu (D.). Les stimulants modernes du Travail Ouvrier. 
(Publications du Centre de documentation Sociale.) Paris: Presses 
Universitaires. 1923. Pp. 378. 


Italian. 


Aessio (GiuLIo). Ulteriori Studii della Teoria del reddito 
Nazionale. Rome: Academia dei Lincei. 1923. Pp. 86. 

[A memoir presented to the Academie dei Lincei. Irving Fisher’s theory of 
income is criticised and a new theory of equilibrium between social capital and 
interest is proposed. ] 

Fotco (S.). Il maggiore experimento communista e il fallimento 
di un sistema. Rome: Ferraris. 


GrRazIADEI (A.). Prezzo e sovraprezzo nelle economia Capita- 
listica. Milan: Avanti. 


Graziani (A.). Capitale e interesse. Naples: Sangiovanni. 
Nocrroro. II metodo Statistico. Messina: Principalo. 


PANTALEONI (M.) and Broerio (R.). Temi, Tesi, Problemi e 
Quesiti di Economia Politica, Teorica e Applicata. Bari: Laterza. 
1923. Pp. xxiii + 351. 

[A handbook of examination and essay questions (without answers) covering 
a wide range and intended to assist teachers and students. Examiners in search 
of new conundrums will find it useful.] 

Parr (GiusEerrE U.). Prestiti esteri e commercio internazionale in 
regimé di carta moneta. Rome: Signorelli. Pp. 150. 


STEPHANI (ALBERTO DE). Decadenza demografica e decadenza 
economica. Rome: ‘“ La Voce.” 1921. Pp. 111. 


German. 


ASBECK (MARGARETE). Die Sensenindustrie an der Enneperstrasse. 
Pp. 75. 
[Emanating from a Professorial Seminar in the University of Hamburg, this 
is a study of the scythe industry in a district where it has flourished for centuries. ] 
EtsTteR (Dr. ALEXANDER). Sozialbiologie Bevélkerungswissen- 
— und Gesellschaftshygiene. Berlin and Leipsic: Gruyter. 1923. 
p. 483. 


Hormann (Victor). Die devaluierung des dsterreichischen 
Papiergelder im Jahre 1811. Munich and Leipsic. 1923. Pp. 231. 
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Lerpic (Dr. Kart). Die deutsche Volkswirtschaft in Produktion 
und Verbrauch. Carnegie Institution for International Peace. 1922. 
Pp. 230. 

[Pre-war statistics exhibit the growth of various German exports and imports; 
for which some causes are assigned. It is concluded that the increase of Germany’s 
foreign trade was partly due to the raising of her tariff and consequent stimulus 
to production. ] 

MavuTtnerR (Dr. WILHELM). Die Verschuldung Europas. Das 
problem der interalliierten Schulden und die Versuche zu seiner 
Lésung. Frankfort: Societats-Druckerei. 1923. Pp. 215. 


Mises (Lupewie) and Kter (Franz). Die geldtheoretische 
und geldrechtliche Seite des Stabilisierungsproblems. Munich and 
Leipsic : Duncker and Humblot. 1923. Pp. 75. 

Satin (Dr. Epe@ar). Geschichte der Volkswirtschaftslehre. 
(Encyklopadie der Rechts und Staatswissenschaft.) Berlin: Springer. 
1923. Pp. 42. 

ScHvuLTZE (Ernst). Die Zerriittung der Weltwirtschaft. (The 
Economic Disintegration of the World.) Second Enlarged Edition. 
With statistics and 12 diagrams. Stuttgart: W. Kohlhammer. 1923. 
Pp. 782 in gr. 8°). 

[In this large book Prof. Schultze of Leipsic University and Commercial High 
School in Leipsic examines the consequences of the existing disorganisation of 
the world’s economy. In his opinion the period of the political and economic 
predominance of Europe came to an end with the Great War.] 

ScHuMACHER (PRror. Dr.). Das Problem der internationalen 
Kriegsverschuldung. Hannover: Hochschulgemeinschaft. 1923. 
Pp. 15. 

[A lecture delivered June 16, 1923.] 

WaveErR (Dr. WALLER). Die Wirtschaftlichen Selbstverwaltungs- 
kérper. Ihr Begriff und ihre Organisation. Leipsic: Erlangen. 
1923. Pp. 100. 

WaGEMANN (Dr. Ernst). Allgemeine Geldtheorie. Band I. 
Theorie des Geldwerts und der Wahrung. Berlin: Engelmann. 1923. 
Pp. 367. 

TscuaJANow (A.). Die Lehre der bauerlichen Wirtschaft : Versuch 
einer Theorie der Familienwirtschaft im Landbau. Berlin: Parey. 
1923. Pp. 132. 

WILMERSDORFFER (Dr. Ernst). Plaine und Versuche zu Wahrungs- 
sanierung. Munich and Leipsic: Duncker and Humblot. 1923. 
Pp. 165. 


[Dr. Wilmersdérffer is the first of five contributors who treat respectively 
of the monetary policy of Italy, the Straits Settlements, Austria, Greece, and, 
az applicable to Central Europe, the plan of the “‘ double note.”” The book 
forms the second part of the 165th volume of the writings of the Vereins fir 
Sozialpolitik. ] 














